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Only STEEL can do so many jobs so well 





Home on a hill... anda beauty, too, since the strength of its structural steel Mattress under pressure. Here, a 65,000-Ib. truck rolls over a 

framework allowed the architect greater freedom of design. Being fireproof, mattress containing innersprings of U-S‘S Premier Spring 

structural steel also makes this home safer. If you want your new home to be Wire . . . and not a single spring was damaged! No wonder 

more modern, more durable, and a safer place for your family to live, use | bedding made with innersprings of this tough, resilient wire 

steel wherever possible. (Photo— Hedrich- Blessing) gives you years of solid comfort. Remember, too, ‘‘the softest 
thing you can sleep on is steel!”’ 












GI...KP...SS! That’s the story, in letters, 

of this dishpan now being supplied to the 

Army’s Quartermaster Corps. When a GI caste 

has to do KP duty, and wash up after 

chow, he wants a big, sturdy, easy-to- 

keep-clean dishpan that can really stand 

yy tough going . . . and what could be better 
‘ for the job than strong, sanitary Stainless 

Steel like this? 


Soil conditioner. . . from a steel mill! When 
it comes to adding phosphorus and lime 
to the soil and stimulating better crops, 
a lot of Southern farmers say it’s hard 
to beat Tennessee Basic Slag. A product 
of steel-making in United States Steel’s 
southern mills, Basic Slag is a good ex- 
ample of U. S. Steel’s contribution to 
the progress of southern agriculture. 
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UNITED STATES STEEL uscee-nisis site gat sn 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 
AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 


OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. + UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 
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People 
Like to Talk 


There are almost twice as many tele- 





phones as there were ten years ago 





As you drive around your community on 
a fine fall evening, you'll probably notice 
that it’s bursting at the seams! New homes, 
new stores, new buildings going up every- 
where! And it’s much the same in every 
other town and city across the land. 


America is really growing! In the last 
ten years the population has increased nearly 
20 per cent. Where there were five people 
in 1943, there are now six. 


But, in the same period, the number of 
Bell Telephones has increased nearly 100 
per cent! Where there were five telephones, 
there are now about ten. 


The telephone business is growing faster 
than the population; faster than the number 
of families. It seems that Americans have 
been gaining a new idea of how the tele- 
phone can be used for getting things done. 
More people are using the telephone in more 
and more ways. 


One big reason is value. A few pennies 
still buy a telephone call. The cost of service 
has gone up far less than most other things. 


The coming years will see still greater 
advances in telephone communication and 
its usefulness to the public and the nation. 


BELL TELEPHONE SYSTEM lg 


LOCAL to serve the community. 
NATIONWIDE to serve the nation. 
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Industry 


Politics” =". Business 


The Trend of Events 


A WELCOME RE-STATEMENT OF PRINCIPLE... On his 
recent visit to Boston, President Eisenhower deliv- 
ered a simple and moving address which re-defined 
the unique political philosophy under which this 
nation has grown and flourished. Because he is him- 
self a man of transparent integrity, his statement 
all the more carried conviction. Essentially, he ex- 
pounded the theme that the basic aim of the Ameri- 
can. government and people alike is to uphold the 
dignity and freedom of the individual. The re-state- 
ment of these principles at this particular juncture 
in world history is especially important not only 
because it serves as a reminder to other nations but 
also to serve as a warning to those in this country 
who in recent years have sought, through devious 
political means, to substitute a government of men 
for a government of laws. 

The President reminded us that we must live by 
law and that the law must apply equally, without 
favor, to all. Under such a principle, no segment of 
the population can hope to seek preferment through 
legislation in its own interest. The President intends 
to defend this principle at all costs. A cogent example 
is his firm intimation to the 


PROPPING THE ECONOMY... W. Harold Brenton, 
president of the American Bankers Association, 
made one of the few helpful suggestions regarding 
the current halt in the long business upturn. He 
said: “Let the adjustments take place.” 

Currently there is much debate over whether we 
face a depression, a recession, or an adjustment. 
Looking at Mr. Godey’s helpful table on past busi- 
ness declines (Magazine of Wall Street, September 
19, Page 706) we can perhaps identify the 47 per- 
cent decline of 1929-32 as a depression, the 1937-38 
change of 21 percent as a recession, and the 1948-49 
dip of 7 percent as an adjustment. 

Whichever we are heading into, it is of vastly 
more importance that we recognize the nature of 
the beast than that we give it the appropriate name. 
Wesley Clair Mitchell, one of the earliest and most 
penetrating students of the phenomenon, defined a 
recession as a simultaneous decline of a number of 
significant economic activities. 

Such activities do not decline out of whimsy. Even 
the idea that decline can be induced psychologically, 
while it is accepted in the highest circles, doesn’t 
quite square with the record. 





American Federation of La- 
bor that in making any future 
recommendations to amend 


the Taft-Hartley law, he will pees trones 


We recommend to the attention of our 
readers the analytical discussion of busi- 
contained in our column 
“What's Ahead for 


In 1929 most prophets were 
proclaiming the New Era of 
permanent prosperity, and the 


Business?” This 1946-49 rise started amid 





be guided solely by what is 
best for the nation and will 
not be moved by considera- 
tions of political expediency. 
This is the first time in years 
that a President has refused 
to trade principles for votes. 





regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








widespread forecasts of 8 mil- 
lion unemployed. 

When employment turns 
down because the buyers of 
goods aren’t getting their 
money’s worth, the cure is not 
to preserve hourly pay scales. 
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When housing starts turn down because residence 
numbers have overtaken needs, the remedy is not 
pouring government credit into the market to slash 
further the values of existing housing. When uneaten 
grains and unspun fibers pile up in vast unsold 
hoards, the indicated action is not to guarantee their 
growers against loss. 

“Let the adjustments take place.” Not to do so is 
the surest way to institutionalize a depression, as 
we found in the dreary years from 1932 to 1939. 
Let’s hope we have better judgment now than we 
had then. 


DIVIDEND CHANGES REFLECT NEW TREND... Divi- 
dend payments of reporting U. S. corporations 
were 4% higher in the first eight months of 1953 
than in the corresponding period of the preceding 
year. This general increase, however, does not give 
an accurate impression of the changes taking place. 
It is found, for example, that the increase of 4% 
was due mainly to higher payments by non-manu- 
facturing concerns, such as a few railroads and 
companies engaged in finance, and a number of 
public utility companies. The trend in manufac- 
turing company dividends showed that recent 
years’ rate of increase here was just 1%; trade was 
about even and non-ferrous mining companies pared 
their dividends moderately. On the basis of these 
individual trends, it seems clear that the momentum 
toward higher total dividends is on the verge of 
being arrested. 

Looking more particularly into individual com- 
pany payments, we find that the record thus far in 
1953 discloses the fact that the lesser (marginal) 
companies in various fields have commenced to lower 
dividends at a more rapid tempo, though these com- 
panies are still a relatively small minority of the 
total. Apparently, the smaller companies feel that 
they must adopt more conservative dividend policies 
in response to (a) lower earnings, or expectation of 
lower earnings and (b) a desire to maintain ade- 
quate cash reserves for the purpose of enabling com- 
panies to meet future competition on the best pos- 
sible terms. Since many of the lesser concerns lack 
the financial resources of their larger competitors, 
they are more likely to build up cash at the expense 
of smaller dividend payments to stockholders. We 
are inclined to think that if the coming readjustment 
in business should be prolonged, the largest per- 
centage of dividend casualties would occur among 
companies in this class. 


THE BATTLE BEGINS... A reminder that politics is 
endemic in the American political scene was recently 
had in Chicago when democratic bigwigs gathered 
ostensibly to give homage to their globe-trotting 
titular leader, Gov. Stevenson, but actually to fire 
the first gun in the 1954 national campaign. As 
things are in this chronically politically-minded 
country of ours, it is not strange that the battle 
should have already started, though the actual date 
of the elections is still far off. 

Gov. Stevenson delivered the principal address 
but the real keynote was struck by ex-president 
Truman. In his characteristically uninhibited fash- 
ion, he unblushingly claimed that his administration 
was a model of efficiency despite all the evidence 
to the contrary. This might be dismissed as the by 


no means unusual gambit of a defeated political 
leader, seeking a return to green pastures, were it 
not for his unbridled attack on the motives of Presi- 
dent Eisenhower’s Cabinet. Describing these men as 
representatives of “Big Business” acting principally 
in its own interests, he reverted to the old tactics of 
his predecessor who himself abandoned this out- 
moded class cry toward the end of his regime. 

It is especially unfortunate that Mr. Truman 
should have attempted to revive this divisive ma- 
neuver at a time when the country needs unity 
above all. The facts are that the members of the 
present Cabinet were selected not because they rep- 
resent “Big Business,” although there is no doubt 
that they are leaders in the industrial and financial 
world, but because they could provide the kind of 
action needed to extricate the nation from the finan- 
cial morass in which previous administrations had 
ianded it. If they succeed in this vital work, the 
entire nation will benefit—Big Business, little busi- 
ness, labor and the consumer. 

To attack the motives of these administrators only 
serves to create an atmosphere of distrust where 
confidence is needed. This is demogoguery in naked 
form. 

In the final analysis, the Truman administration 
will be judged, as all administrations must, on its 
accomplishments. Although its road is by no means 
smooth, it has already made a good record in some 
important respects. How substantial its success will 
be is for time to tell and this will be the compelling 
factor in the coming campaign. That is as it should 
be. In the meantime, politicians out of office, as well 
as those in, should refrain from remarks that can 
have no other result than setting class against class. 


RELAXING EXCHANGE RULES...There are several rea- 
sons for being pleased with the recent changes in 
trading rules of the New York Stock Exchange. 

First, the content of the altered rules themselves 
is reassuring. The specialist must be able to take a 
400-share position in any stock in which he is regis- 
tered, rather than the previous 200. This means 
smaller changes in prices during violent price move- 
ments. Capital requirements for members firms have 
been made more realistic. Traders for their own 
account will be less hampered in buying when out- 
side customers are reluctant to take offered shares. 

Second, this independent actions means, we hope, 
that the Exchange has fully recovered from the state 
of shock into which it was plunged by the Pecora 
investigation of twenty years ago. That inquiry 
fanned public indignation, both justified and unjus- 
tified, and in that atmosphere the Securities and 
Exchange Act was written. Under the Act the SEC 
wrote its many rules. Some of these were plainly 
for the benefit of the investing public. Some appar- 
ently were based simply on a desire to make life 
tougher for anyone who dealt in securities for a 
living. The Stock Exchange in some of its rules 
appeared to fall in with the latter trend. If it can 
relax rules of that kind, while keeping the neces- 
sary safeguards for the investor, it will continue 
to gain in usefulness. 

Third, this self-examination and self-correction of 
the market as a market may mark a return to the 
Exchange’s true function, that of a free auction mar- 
ket—the freest of com- (Please turn to page 54) 
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As 9 See Jt! 


By JOHN CORDELL) 


MORE CRACKS IN COMMUNIST POSITION 


Sj here is no end to the strange events reported 
taking place behind the Iron Curtain. More purges 
are reported almost daily from various corners of 
the communist empire: from Georgia, the home of 
Stalin and Beria, from Tadjikstan in Central Asia, 
from the ever-seething 
Ukraine, and from Rou- 
mania and Czechoslo- 
vakia, whose people still 
look longingly to the 
West. The deadly strug- 
gle among the top com- 
munist party hacks for 
the position of the om- 
nipotent Stalin is far 
from over. The fall of 
Beria has solved noth- 
ing. Yj 
But apparently the FY 
purges are not stopping 
at men. Some of the 
once-favorite commu- 
nist dogmas have not } 
escaped, as the fall of 
several Soviet scientists 
—among them the in- 
famous Lyseno — makes 
unmistakably clear. 
What is more, economic 
policies are being 
purged into the bar- 
gain. With strokes of 
the pen, the satellite 
countries have either 
scrapped or radically 
altered their various 
four-year or five-year 
plans. The old Kremlin 
tyrant himself must be 
resting uneasy in his 
grave for even some of his pet projects are being 
abandoned, among them the Danube-Black Sea Canal 
in Roumania, which has already cost the lives of 
thousands of slave laborers, and the dubious Central- 
Asia Canal which was to divert the waters of the 
ancient Oxus River from the Aral Sea into the 
Caspian. 

By far the most significant change, however, is 
the virtual scrapping of Russia’s latest Five Year 
Plan—the plan that was to carry Soviet steel output 
to some 45 million tons by the mid-nineteen-fifties. 
Why the men of the Kremlin have had to slow down 
Russian industrialization was made obvious a couple 
of weeks ago by Nikita S. Khrushchev, Malenkov’s 
wheel-horse and his successor in the job of first sec- 
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retary of the Soviet communist party. 

Khrushchev simply revealed and confirmed what 
had been suspected in the West right along: that the 
whole Soviet policy aiming at the collectivization of 
farms has been wrong. Although millions of farmers 
have been abused, de- 
graded and purged in 
work camps, the collec- 
tive farms have never 
been a success. Unwill- 
@ ing or unable to under- 
stand that farmers re- 
quire a fair incentive to 
produce, the party 
theoreticians took what 
looked like the easy 
way out. They relied on 
am compulsion, and com- 

f pulsion didn’t work. 

Here are some of the 
Krushchev disclosures: 
The whole collective 
’ farm movement has 
Y/ come to a dead end. The 

é government decrees 
4 have left peasants be- 
j wildered; the director- 
~™ managers of the Kolk- 
Py hozes have been changed 
twice or even three 
¢ times a year. While the 
country has apparently 
produced enough bread 
grains and potatoes, 
- along with rutabagas 
; and other coarse foods, 
the production of the 
so-called protective pro- 
tein foods—meat, eggs, 
and dairy products in 
general — has literally collapsed. While the Soviet 
population has risen from about 140 million in 1913 
to 200 million or over at present, the number of 
cows, hogs, and horses is below what it was in 1913. 
Russia today produces less milk, less butter, less 
wool than she did prior to the First World War. The 
output of steel—a high proportion of which goes to 
the military—may have expanded tenfold since 1913, 
and Russian engineers may know how to put the 
hydrogen bomb together, but the standard of living 
of the Russians, insofar as food is concerned, must 
have sunk to the level of the Egyptian fellahin. And 
the standard of living in the satellite states is rap- 
idly heading for the same depths. 

The sickness of Russian (Please turn to page 54) 


Marcus in The N. Y. Times 
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Market Continues Orderly. Readjustment 


After climactic selling at the start of the period, the market rallied over most of the last 
fortnight. At this stage a wait-and-see mood on business trends and a phase of more mod- 
erate and selective fluctuation in stock prices appear to be reasonable expectations. There 
is no change in policy. Continue to hold substantial liquid reserves. 


By A. T. 


. = stock prices gained moderately on 
balance over the last fortnight; but the pattern 
within the two weeks has more possible significance 
than the net change for the period. At its start the 
decline from the August summer-rally high was 
sharply extended by a comparatively heavy selling 
wave on Monday, September 14, lowering the Dow 
industrial average by 4.22 points and the rail aver- 
age by 2.41 points. This, of course, took both to new 
lows for the zig-zag downward trend from the bull- 
market highs recorded around the start of this year. 
That proved to be a selling climax at least for the 
time being. Instead of inducing further liquidation, 
it attracted demand. 

The market rallied for a few days, held materially 


MILLER 


above the September 14 lows of the averages in a 
partial two-session relapse, rallied further in the 
forepart of last week and, in subsequent narrower 
fluctuation, held the recovery to the week end. The 
averages remain considerably closer to the recent 
lows than to the summer rally highs. Thus, the pat- 
tern of declining intermediate tops and bottoms— 
typical of bear markets, whether of moderate scope 
and duration or otherwise—has yet to be conclusively 
changed. While selective improvement in stock prices 
has been enough to affect the averages for the better, 
individual issues recording new highs for the year 
have been few; and, regardless of rally in the aver- 
ages, numerous stocks have continued sagging to 
new lows. 





MEASURING MARKET SUPPORT 
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“THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIOKS” 
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SUPPLY OF STOCKS - 


AS INDICATED BY TRANSACTIONS - 







DEMAND for STOCKS exo 


AS INDICATED BY TRANSACTIONS 


MEASURING INVESTMENT AND SPECULATIVE DEMAND 


Prospect Still Unclear 


As it usually does, the market has run 
well ahead of the tangible evidence, pro- 
vided by current economic indicators, in 
discounting long expected business re- 







oe cession. There are no signs of sharp 
business deterioration in the immediate 
300 offing. Despite some soft spots in the 
economy, over-all industrial production 
280 is only slightly under the peak level of 


last spring. The latest available data 
show employment, disposable personal 
income and total retail trade at record 
levels. So the pattern and scope of 
awaited business shrinkage remain con- 
jectural. In the headlines investors see 
quite a few prominent industrialists ex- 
pressing more optimism than the re- 
verse about fourth-quarter prospects, as 
well as tentative hopefulness on 1954 
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potentials. 
It happens that this has been so be- 
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fore, and in the early stages of, every 
business slump, as experienced investors 
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will recall. But since there is so little 
actual evidence so far to refute optimis- 
tic views, since the market has had a 
very substantial anticipatory decline, 






































since many speculative stocks are at the 
most deflated levels in several or more 














years, and since a goodly number of 
bettergrade stocks are moderately-to- 
modestly priced in relation to indicated 
earnings and dividends, it may well be 
that the market will now adopt a wait- 
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and-see mood for a time. 
This could conceivably re- 
sult in selective, trading- 
range fluctuation for 
much, if not all, of the 
rest of 1953, rather than 
anything more decisive. 
But the test for business 
is still ahead, the market 
is not “out of the woods,” 
and the possibility of tan- 
gible developments cap- 
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that many of these issues 
have long been popular 
favorites with both public 
and institutional buyers alike. With any major sell- 
ing from these sources, it could not be expected that 
they would remain sacrosanct in the event of a fur- 
ther general decline. The future of these issues, how- 
ever, can but be estimated only on an individual 
basis and, therefore, each must be weighed on the 
basis of the factors which pertain to the particular 
company. 

The arguments cited both for a sizable recovery 
and for selective longterm buying are that business 
recession will be “moderate” or “mild,” leaving 
total corporate profits at a reasonably good level, 
allowing for EPT relief promised by the Adminis- 
tration at the end of the year; that not much reduc- 
tion in total dividend payments is likely, in view of 
the probable degree of profit maintenance and of 
the current average payout rate of about 45% of 
earnings, against normal prewar ratios around 75% ; 
that the market has adequately discounted or over- 
discounted business recession; that the current av- 
erage industrial-stock yield of about 6.25% is “gen- 
erous” both absolutely and on the relative basis that 
it is roughly 180% more than current yield on high- 
grade corporate bonds; that the upward bond-mar- 
ket trend, resulting from Treasury and Federal- 
Reserve policy and from mild easing in some de- 
mands for credit, is favorable to the stock market; 
and that, taking all of this into account, “good 
stocks” are reasonably priced or cheap. 

__ The trouble with the case for the bull side is that 
its most important premise—the moderation of ex- 
pected business recession—is not provable. It rests 
on opinion, The opinion may be right, or it may have 
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some wishful thinking in it. Probably many, if not 
most, investors will feel at least uncertain, if not 
cautious, until they have more tangible evidence on 
the business trend and prospects. Uncertain in- 
vestors are more likely to sit tight, if not pare hold- 
ings of stocks they feel dubious about, than to shift 
to the buying side. 


Arguments Against Major Further Decline 


But if the case for the bull side is not presently a 
convincing one, neither is that for serious further 
decline. There is plausibility and apparent substance 
in the technical, financial and economic arguments 
against a major market deflation on the order of 
that of 1937-1938, much less that of 1929-1932. 

There has been no period of significant general 
speculative excess in the market since that seen in 
the concluding late-1945 and early-1946 phase of the 
1942-1946 bull market, in which low-priced “cats 
and dogs” got the biggest play, and ran further 
ahead both of investment-grade stocks in general 
and of the Dow industrial average than at any prior 
time since 1928-1929. 

For nearly three years after the 1946 break, 
amounting to roughly 24% in the industrial average, 
we had a selective trading-swing market, limited to 
a maximum upside range of less than 17% in the 
industrial average, with speculation at low ebb. The 
subsequent three-and-a-half-year bull market, begun 
in mid-1949 was the most selective and moderate 
major bull market in our history, largely 
investment-dominated, and with speculative tenden- 
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cies more discriminating and less general than in the 
past. Throughout that advance, something like 40% 
of all listed stocks—running heavily but by no means 
exclusively to the speculative side—remained under 
their 1946 highs. 

In each phase of this bull market there was largely 
altered upside leadership. Long before the averages’ 
top was reached there had been broad corrections, 
approaching bear-market proportions in some in- 
stances, in many stock groups in one phase of re- 
action or another. This limited the number of stock 
groups and stocks which had been largely over- 
exploited at the early-January high of the industrial 
average or at any other one time. 

Hence, the technical position was stronger at the 
January high than at the tops in 1946 and 1937, and 
incomparably stronger than at the 1929 high—and 
it has now been strengthened further by a decline 
of the industrial average from the high of about 
13%, cancelling 29% of the entire bull market. 


Some Additional Considerations 


There are other marked differences between the 
1949-1953 bull market and prior ones. It was ac- 
companied by less buying-on-margin than were the 
1942-1946 and 1932-1937 bull markets; and by a 
small fraction of the margin buying of the late 
1920’s, which culminated in the highly vulnerable 
speculative pyramid of 1929, and which, together 
with otherwise loose banking policy, led to the 
greatest financial deflation in our history. 

At its high of last January the industrial average 
sold at only roughly 11 times earnings and 19 times 
dividends, compared with ratios of 16 and 29, re- 
spectively, at the 1946 bull-market high; of 17 and 
22 at the 1937 high; and of 19 and 30 at the 1929 
high. At the high in this instance the stocks in the 
average were on an over-all yield basis of 5.4%, 
compared with 3.7% at the 1937 high, and with well 
under 3.5% at the 1946 and 1929 highs. The dividend 
yield at the high was about 80% more than that 
offered by high-grade corporate bonds, compared 
with the less than 50% at the 1946-stock-market 


high; and less than 35% more at the 1937 market 
high; while at the 1929 high stock yields were mate- 
rially lower than bond yields. 

Although earnings and dividends affect stock valu- 
ations more than do corporate assets, the latter can- 
not be dismissed as unimportant. The productive 
assets reflected in book values necessarily have a 
bearing on long-term average earnings. They have 
been hugely increased by the record investment in 
new plants and equipment in the postwar war and 
by expansion of working capital, partially in reflec- 
tion of price inflation. In quite a few instances of 
given companies, total market equity valuation is 
less than the amount put into new plant and equip- 
ment alone in recent years. 


For perspective on this. latest available balance 
sheets show a book value on the Dow industrial 
average of $214 per share, against $140 in 1946, 
$105 in 1937 and $110 in 1929. Thus the average 
sold at 1.38 times book value at the high of last 
January, compared with 1.50 times at the 1946 high, 
1.85 times at the 1937 high, and 2.90 times at the 
1929 high. 


What Does It Mean? 


All of the points made prove that there was con- 
siderably less over-valuation and more conservative 
realism in the market at the 1953 top than at former 
bull-market highs. That argues against major de- 
cline—but it has not precluded a 13% decline in the 
average to date; and it does not necessarily preclude 
additional decline, perhaps sizable, before a lasting 
base is made. Stock prices respond more to invest- 
ment psychology than to statistics; and peacetime 
investment psychology is mainly conditioned by 
hopes, fears and uncertainties about the general 
business outlook. Investment psychology would seem 
more likely to swing to the bullish side at a time 
when the conjecture centers on when the business 
cycle will turn upward from a downtrend some time 
in effect, than at a time when, as now, it centers on 
when significant decline will begin and how much it 
might amount to. It would probably take a consensus 

that the whole concept of business recession 
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is wrong—that there is to be virtually no re- 
cession in 1954—to change this. We do not 
see a present basis for development of that 
consensus. 

With general business activity still at a 
high level, what are the indications of shrink- 
age ahead? One is stock market action for 
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many months. It could be wrong, but it has 
been right more often than not at least on 
the general forward direction of business. 
Another is deflation in basic commodity 
prices, begun long in advance of the stock- 
market high. Another is gradual shrinkage 





for some months in housing starts. Another 
is officially forecast shrinkage, based on com- 
pany surveys, in fourth-quarter outlays for 
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new plant and equipment. Another is recent 
sharp decline in scrap-steel prices. Another 
is excess inventories of automobiles and ap- 
pliances, which are moving at cut prices. 

In the mild 1949 recession, with plant and 
equipment outlays down 12.5% and with 
businessmen striving to cut inventories, the 


‘anp production index fell 8.3%, although there 
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was no recession (Please turn to page 54) 
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S eldom in American history has the fate of a 
Budget been so immediately dependent upon the 
success or failure of diplomatic moves as at the 
present juncture. The highest fiscal officers make no 
secret of the admitted fact that shifts in world 
political affairs and more especially the durability 
of the truce in Korea will govern the question of 
whether the Treasury can approach a _ balanced 
budget and yet maintain adequate national defense! 

Wars and the cost of wars are ever present in 
any consideration of governmental fiscal affairs but 
the United States today is in the extraordinary posi- 
tion of being instantly dependent on developments 
further removed from its control than aforetime 
has been the case in either our military or financial 
history. 

As the overwhelmingly dominant party in the 
United Nations, the United States must be regarded 
as responsible for observance of the terms of the 
truce in Korea upon which it has agreed with the 
somewhat nebulous enemy—North Korea, Red China, 
the Soviet Union or all three. Should the South 
Koreans carry out the threat which has been made 
to renew the active fighting unless all Korea is 
speedily united, thus ending the truce, the United 
States with such other United Nations as would join, 
would be required to police the South Koreans. As 
the latter are presumed to have perhaps a million 
men under arms, the implications are there for all 
to see. It is recognized that any spark that might 
inflame the followers of Syngman Rhee into action 
might not only mean a renewal of the Korean War 
but, quite conceivably, the kindling of a conflagration 
which would almost certainly extend all over the 
Far East. 

It is freely admitted at the Treasury and at the 
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directly concerned Com- 
mittee offices at the 
Capitol that should this 
fatal course prove un- 
avoidable, all discussions of whether or not a budget 
can be balanced this year or next or in any year 
within perhaps a generation, is so thoroughly aca- 
demic as to be a waste of words! A collapse of the 
armistice, a collapse into renewal of armed conflict 
would entail a more complete re-arming than the 
Nation has ever known. And that, quite obviously, 
would necessitate the fiscal policies of total war but 
on a scale never before experienced by the American 
people. If there is any lesson in the history of other 
nations fighting for existence, such a war would 
mean huge deficit financing, and, maybe, worse. 


Armistice and the Budget 


But Washington and all other capitals of the world 
associated with the idea of Western civilization are 
recoiling from counsels of despair such as these imply 
and joining so far as they can in doing all possible 
to quench any burning Korean or other Eastern 
ember, which threatens an outbreak. 

If there is no fresh eruption of war in Korea or 
elsewhere, then there is an excellent chance of bring- 
ing the budget close to a balance without impairment 
of the national defense. This can be achieved in the 
confident belief of the Administration by the appli- 
cation of sound housekeeping rules, the rules of effi- 
cient management and watchful economy. 

Not a few critics of the Administration—regardless 
of political partisanship and merely on the question 
of national defense—doubt the ability of the heads 
of the military departments to reduce expenditures 
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without impairment of the defense machine. This 
can be laid, in the opinion of some of the closer ob- 
servers, to the long habit, acquired during the last 
two Administrations, of rejecting all economies re- 
lated to any defense program on the ground that it 
is the one department of government which should 
be allowed all the funds it seeks and with a very 
minimum of accounting. 


Americans Used to Vast Defense Outlays 


The American people long have been schooled in 
the idea that no money spent for national defense 
can be ill-spent. An aura of patriotism has sur- 
rounded all budgets for the armed services. Year 
after year, although there have been some differences 
of opinion expressed and not a little debate, Congress 
has dutifully voted vast sums. It must not be for- 
gotten that, from the beginning of the Franklin 
Roosevelt Administration to the end of the Truman 
Administration, vast numbers of Americans became 
inured to the idea of costly government and espe- 
cially of costly defense. 

This story does not relate to defense but it does 
emphasize the pattern set early in the Roosevelt 
Administration as to the attitude toward appropri- 
ations. One of the New Deal relief measures, passed 
by Congress, carried some incidental item of $30,- 
000,000 for something or other. Through an error 
in engrossing, the measure as it went to the White 
House for approval as law, read $300,000,000 instead 
of $30,000,000. When, hastily the Committee chair- 
man immediately concerned was called in, it was 
agreed to let it go; it really did not matter! 

Now all that is changed! 

The Eisenhower Administration took over the 
Government in a mood of jubilant hopefulness, con- 
fident that the application of economy and business 
principles could speedily brighten the picture, espe- 
cially as to finances. The most profound surprise was 
expressed when it was discovered that accumulated 
obligations and deficits had been inherited from the 
last Administration—especially the items aggregat- 
ing over $80,000,000,000 previously contracted for 
but not falling due until now. What to many minds 
was regarded as well-merited censure was expressed 
at the surprise of the new managers. Men actively 
seeking control of the Government should have 
known these things; they should not have been taken 
by surprise. The figures were not secret. 

Now it must be said in admiration of the new 
regime that it has faced this fiscal ambush and is 
rapidly remedying its discomfiture. And this is being 
brought about and will continue to be brought about 
by application of those very business rules and the 
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business environment which has brought so much 
jeering from opposition political spokesmen, from 
the labor press and from New and Fair Dealers 
generally—all groups who sigh for the fleshpots of 
the era of free and irresponsible spending! 

In January it was estimated that expenditures for 
fiscal 1954 would amount to $78,600,000,000. Receipts 
were estimated at $68,700,000,000. In May the ex- 
penditures figure was revised to $74,100,000,000 but 
receipts were brought down to $67,500,000,000. A 
fresh revision was made in August placing expendi- 
tures at $72,100,000,000 and receipts at $68,300,- 
000,000. Much of this improvement is credited to 
the truce in the Korean struggle. While day to day 
operating costs of that struggle may not have been 
greatly reduced, forward commitments could be and 
were reduced. 

Reluctantly, the Administration forced through 
Congress an extension of the excess profits impost 
which had been due to expire with the fiscal year on 
June 30. With this slight aid—only about $800,000,000 
—the picture already is improved. The prospective 
deficit for fiscal 1954 has been reduced from $9,900,- 
000,000 to no more than $3,800,000,000. There is 
every intention to continue the paring away of ex- 
penditures, including those for military purposes, 
far enough to bring about a balance by June 30, 1954. 


Trimming Expenditures 


So much of the success so far and so much of the 
further success promised is due to a change in atti- 
tude toward the value of money. Old Treasury hands 
and old bureaucratic hands in other branches of the 
Government have been well nigh appalled at the ruth- 
lessness with which expenditures that had been re- 
garded as matter-of-fact have been carved away. 

The idea of politics never can be wholly divorced 
from Washington but experience now being gained 
shows that that idea can be pushed aside for a while 
at least. One of General Eisenhower’s campaign 
pledges was to reduce the Federal payroll. Today in 
Washington, in every gathering place of two or more 
there is talk of the suicidal action of the new Admin- 
istration in reducing the Federal payroll. To be sure, 
in Washington there is a concentration of those who 
have lost their jobs so in Washington the clamor is 
loudest. Reports from the field indicate a lack of 
belief in the suicidal theory and show that, on the 
contrary, the President is being applauded for carry- 
ing into practice his definite pledge. 

More impressive than this reduction is the fact that 
the Republican National Committee has in its files 
more than 100,000 applications for jobs from those 
who worked for and voted the Republican ticket. 
No jobs are being found for them. There 
has been a genuine reduction! 


ae —— Wi om Nor are they being filled. At the end of 
YY Yj 


the fiscal year on July 1, the reduction in 
the Federal establishment had amounted 
to 88,000 compared with January 1. In 
the following month of July another 
18,000 were dropped from the Federal 
payroll—politics or no politics. This is the 
25 sort of thing which leaves old New Deal 
hands aghast and it is the sort of thing 
which is going to balance the budget. 

0 Because from West Point onward, 
Dwight Eisenhower had been primarily a 
military man, there was a tacit assump- 
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tion that while he might, indeed, effect some econo- 
mies in other directions, he would take care of his 
own; he would see that every branch of the armed 
forces received all that was asked for as from some 
fairy sorcerer. He has been as ruthless in the armed 
services as elsewhere. 

With the President’s approval there has but re- 
cently been a cancellation of orders for approxi- 
mately $500,000,000 worth of jet engines. Nor, it is 
explained, was this due wholly to the Korean truce. 
It was a measure of economy which could be effected 
because there were already in hand or on the way 
all the engines which could be handled to advantage. 
The President promised to cut air force expenses by 
some $5,000,000,000. He is doing it and, in the face 
of much carping, asserts, on the strength of his own 
war experience and his responsibility as Commander- 
in-Chief, that defense is not being weakened! 


Can Atomic Expenditures Be Pared? 


Questioning in Washington about almost any as- 
pect of the work of the United States Atomic Energy 
Commission is met with pursed lips and a hush- 
hush admonition. This applies especially to the 
weapon production but with all the secrecy, intima- 
tions leak out from Congressional and some other 
sources that this billions-consuming monster is be- 
coming filled and that appropriations can be di- 
minished. For one thing it can be stated as definitely 
as the law allows that the United States has so 
large a stock of atomic bombs that, to some of those 
quite closely connected with the program, it seems 
folly to manufacture any more. They are costly 
weapons to make. They keep well. 

A minimum of information is available on the 
hydrogen bomb but the best available information 
is that the most expensive part of that program— 
the experimental part—has been substantially com- 
pleted. To be sure, scientific work will continue in 
every related field but the billion-dollar pace can be 
toned down with no loss of defensive potential. 

Any considerable recession in the volume of busi- 
ness would have an effect on the budget prospects 
but there is little to indicate that there will be any 
early substantial change. Employment this summer 
has been at an all-time high level. Last August em- 
ployment reached 63,408,000. In 1952 personal in- 
comes aggregated $269,700,000,000. In the first 
seven months of 1953 the income was at the annual 
rate of $284,000,000,000. In a recent address before 
the National Press Club, Secretary of the Treasury 
Humphrey said regarding reports of soft spots in 
industry that it is a good sign for industries, here 
and there, to go through readjustments. It is insur- 
ance against all or most industries undergoing the 
experience at the same time. 

Official figures on new plant and equipment for 
the last quarter of 1953 do indeed show a slight drop 
from the third quarter; that is, $7,042,000,000 for 
the fourth quarter compared with $7,408,000,000 
for the third quarter. The fact that over much of 
the country the winter weather prevents much work 
accounts for a part of the indicated decline but the 
all-important statistic is that the outlay for the full 
= $27,800,000,000 is five per cent ahead of 
1 ! 

There will be a reduction in foreign aid, both as to 
military and economic expenditures and this, too, 
without impairing defensive strength. It is interest- 
ing to note that six atomic guns are being shipped 
to Europe to strengthen the NATO signatory forces. 
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To be sure these are costly but they have already 
been paid for and their cost will not figure forward 
save as to normal maintenance. The men sent tg 
man the guns would be on the army payroll wherever 
they were. 

The Mutual Security Administration is effecting 
economies with the same determination shown in 
other brances. Harold Stassen, the Administrator 
says that reorganization now under way will cut 
figures from a planned $71,000,000 to $57,000,000. 
For example, the Washington staff of the Foreign 
Operations Administration, which comes under Mr. 
Stassen, is letting 400 go out of 1700. The State De- 
partment’s allied work is to be done by about 4,000 
fewer employees. 

Major Shift in World Finances 

There is to be a major shift from public to private 

or at least quasi-private funds under the new Ad- 
ministration policy, in the financing of the rest of 
the world. The Export-Import Bank and the Bank 
for Reconstruction and Development advance large 
sums for foreign rehabilitation but they make profits 
out of the operations. The policy of these institutions 
is to lean increasingly toward the enlistment of more 
private funds from the nationals of the nations where 
business and industry are assisted, lifting a load 
from the American taxpayer not yet susceptible of 
exact estimation. 
_ Only recently nearly a billion dollars was brought 
into Treasury accounting as a result of close scrutiny 
of operations abroad. It appears that large sums 
in foreign currencies and credits now owned or owed 
under the Marshall Plan, lend-lease and kindred 
operations had been omitted from Treasury account- 
ing, probably on the theory that the sums should be 
treated more as a revolving fund than otherwise. 

The next session of Congress will witness a tre- 
mendous collision in the tax arena. There can be 
little doubt that strong pressures are operating to 
move some taxes from the income tax to the excise 
category. Too high income taxes are discouraging 
new business which, if freed, would greatly enlarge 
the taxable sources. Yet organized labor, the Demo- 
cratic opposition and other groups will cry aloud 
against a Federal sales tax. From six to eight bil- 
lions is to be subtracted from receipts by expirations 
on January 1 and (Please turn to page 50) 
































Earnings vs 
Market Action 
of 8 Basic Groups 


By WARD GATES 


J his group is concerned with the 1950-1953 
market action of eight basic groups—6 industrials, 
the utilities and rails—and how such action is re- 
lated to earnings under varying market conditions. 
The purpose is to compare stock market valuations 
of the groups and the inter-group relationship, as 
illustrated by three typical companies within each 
group. The value of such an analysis is to determine, 
so far as possible, the degree of response of each 
group and representative members to fluctuations in 
earnings and market price. The essential data is 
assembled in the accompanying table. 

From the investor’s viewpoint, it is the market 
value placed on earnings which is the ultimate 
measure of success or failure in his investments. 
Earnings, to him, are important mainly as they in- 
fluence the prices of his securities and the amount 
of dividends received. Since there is a great deal of 
misconception as to the influence of earnings on 
share values, it is first necessary for the investor to 











appreciate the fact that earnings are 
valued quite differently as between groups 
and as between individual stocks within 
groups. There are many instances where 
the same earnings are given enormously 


- different valuations by the market. This divergence 


has been especially marked in the past few years and 
accounts to a large degree for the selective market 
which was a feature of the market between 1950 
and 1953. Furthermore, the relationship between 
groups has changed, as reflected in market price, and 
this is an important factor. 


Chemicals in the Lead 


In recent years, the highest market valuation has 
been accorded the chemicals. This is the number one 
group as illustrated by the fact that it has regularly 
taken more dollars of market price to buy a dollar 
of chemical earnings than any other group. 

Most investors understand the relationship be- 
tween earnings and market price as expressed in the 
times-earnings per share ratio. For those, who do 
not, an example may suffice. Thus, a stock that earns 
$5 a share and sells at $25 a share has a market ratio 
of five times earnings; a stock that earns the same 
amount and sells at $50 a share, has a ratio of ten 
times earnings. This is the usual way in which com- 
parisons are made. Obviously, it takes twice as many 
dollars to buy a dollar’s worth of earnings in stock 
#2 as it does in stock #1. 

A comparison of the relative valuation placed on 
earnings marketwise on the leading companies in ma- 
jor industrial groups shows just how the market has 
valued these earnings. In 1950, at the highest point 
of the market, after the outbreak of the Korean war, 
a dollar of chemical earnings was worth $1.65 of 
electrical company earnings, $2.40 of automobile 
earnings; $1.65 of oil; $2.40 of steel; and $2.00 of 
textile. A dollar of chemical earnings was also worth 
$1.20 of public utility earnings and $2.90 of rail 
earnings. These figures are significant as they indi- 
cate the underlying basis of comparative investment 
appraisal for the various groups for the period. 
Obviously, chemical earnings were considered more 
valuable to the degree indicated than any of the 
others. By the same standards, rail earnings were 
given the lowest valuation. 

On this basis, the relative investment position in 
1950 of the eight major groups, including public 
utilities and rails, was (Please turn to page 52) 
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How Earnings Are Valued in 8 Major Groups 





This tabulation, listing 8 major groups and three representative types from each group—leaders, 
panies—shows how earnings are valued as to market price from 1950 to date. Changes in these va 
market background. For the convenience of readers, 


hed in D 





post-Korean high in 1950 was 1 


are given solely for comparison. 


di ies, and “marginal” com- 





lues should be studied against the general 
we briefly summarize the major market moves in that period: the immediate general 


ber; the 1951 high in September; the 1952 high in August, and the 1953 high in January. 
The ratio of price times earnings given in the 24 companies listed in the table, as discussed in the text, is based on the average price each 
year for each individual stock compared with the earnings of that particular year. Ratios based on the highest and lowest price of the year 




















1950 1951 1952 Est. 1953 1950 1951 1952 Est. 1953 
CHEMICALS STEELS 
MONSANTO CHEMICAL U. S. STEEL 
Earned Per Share......($) 5.37 4.70 4.29 5.00 Earned Per Share......($) 7.29 6.10 4.54 7.00 
High & Low Prices ........ 77%4-54 107%2-73 10912-8242 954-79 High & Low Prices ........ 4252-25%4 9 47%4-3758 9=42'42-37%8 9 44%-3312 
Ratio Price-Earnings (A) 14.4 22.8 25.5 19.0 Ratio Price-Earnings (A) 5.8 7.8 9.3 6.3 
Ratio Price-Earnings (B) 10.0 15.5 19.2 15.4 Ratio Price-Earnings (B) 3.5 6.1 8.1 4.8 
VICTOR CHEMICAL JONES & LAUGHLIN 
Earned Per Share......($) 2.23 1.60 1.39 2.00 Earned Per Share......($) 7.36 4.76 2.91 4.50 
High & Low Prices ........ 25%-19% 34%-25%2 32 -24% 2734-24 High & Low Prices 25%4-13% 3156-21% 25%2-20% 244-19 
Ratio Price-Earnings (A) —:11.5 21.7 23.0 13.8 Ratio Price-Earnings (A) 3.4 6.6 8.7 5.4 
Ratio Price-Earnings (B) 8.4 15.9 17.6 12.0 Ratio Price-Earnings (B) 1.8 4.4 6.9 4.2 
HEYDEN CHEMICAL COLORADO FUEL & IRON 
Earned Per Share......($) 1.88 1.92 65 90 Earned Per Share......($) 2.64 4.89 2.64 3.50 
High & Low Prices ........ 1956-103% 261-1958 243%-14% 187%-12% High & Low Prices ........ 234-144 26%-19% 22%-17 20%-14)2 
Ratio Price-Earnings (A) 10.4 13.5 37.5 20.8 Ratio Price-Earnings (A) 8.8 5.4 8.6 5.8 
Ratio Price-Earnings (B) 5.7 10.2 21.7 13.4 Ratio Price-Earnings (B) 5.4 3.9 67 4.0 
ELECTRICAL EQUIPMENT TEXTILES 
GENERAL ELECTRIC J. P. STEVENS 
Earned Per Share......($) 6.01 4.79 5.26 5.25 Earned Per Share......($) 6.78 5.65 2.27 2.75 
High & Low Prices ........ 50-41% 63%-49% 7234-54% 7712-66% High & Low Prices . 4812-3058 49%-39'2 44142-32% 3614-26% 
Ratio Price-Earnings (A) 8.4 13.3 13.8 149 Ratio Price-Earnings (A) = 7.1 8.7 19.6 13.2 
Ratio Price-Earnings (B) 6.8 10.3 10.3 12.6 Ratio Price-Earnings (B) 4.5 7.0 14.4 9.7 
BLACK & DECKER PACIFIC MILLS 
Earned Per Share....($) 6.17 6.36 5.74 7.00 Earned Per Share....($) 6.39 94 2.11 2.40 
High & Low Prices ........ 34%-25% 40%4-32% 397%-32 3814-315 High & Low Prices 48 -38% 49%4-31 3514-2442 30 -23% 
Ratio Price-Earnings (A) 5.6 6.4 6.9 5.4 Ratio Price-Earnings (A) 7.5 52.4 16.7 12.5 
Ratio Price-Earnings (B) 41 5.1 5.5 45 Ratio Price-Earnings (B) 6.0 32.9 11.6 99 
SERVEL AMERICAN WOOLEN 
Earned Per Share......($) 1.45 (d) .69 85 1.10 Earned Per Share......($) 4.39 9.22 (d) 7.39 
High & Low Prices ........ 14%- 8% 114-8 13%-7% 14% 7% High & Low Prices 46¥2-217% 4678-3014 9 37%4-22% 
Ratio Price-Earnings (A) 9.8 16.0 13.1 Ratio Price-Earnings (A) 10.6 5.1 
Ratio Price-Earnings (B) 5.8 8.8 6.4 Ratio Price-Earnings (B) 5.0 3.2 
MOTORS UTILITIES 
GENERAL MOTORS CINCINNATI GAS & ELEC. 
Earned Per Share......($) 9.38 5.64 6.26 7.00 Earned Per Share......($) 1.50 1.46 1.40 1.50 
High & Low Prices ........ 5434-43% 54 -46 6914-50 6934-53% High & Low Prices 17%-13%4 20 -15% 20%-18% 19%-17'%2 
Ratio Price-Earnings (A) 5.8 9.5 a 99 Ratio Price-Earnings (A) 11.5 13.7 14.8 13.2 
Ratio Price-Earnings (B) 4.6 8.1 8.0 7.6 Ratio Price-Earnings (B) 9.1 10.8 13.3 11.6 
STUDEBAKER CONSOLIDATED EDISON N. Y. 
Earned Per Share..... ($) 9.56 5.36 6.06 5.00 Earned Per Share......($) 2.44 2.26 2.68 3.00 
High & Low Prices ... 36¥e-25%2 35 -25% 4036-3134 4312-22% High & Low Prices . 3356-268 3334-30 3914-3234 4052-34% 
Ratio Price-Earnings (A) 3.8 6.5 6.6 8.7 Ratio Price-Earnings (A) 13.7 14.9 14.6 13.5 | 
Ratio Price-Earnings (B) 25 47 52 45 Ratio Price-Earnings (B) 10.7 13.2 12.2 11.5 
HUDSON MOTOR CAR WEST PENN ELECTRIC CO. 
Earned Per Share......($) 6.30 (d) .59 4.16 1.50 Earned Per Share..... ($) 3.48 2.97 3.24 3.30 
High & Low Prices 1734-13 20%-12%  17%s-12%2 ~=+17 -10% High & Low Prices 2734-21 29%-27 372-292 37%-32 
Ratio Price-Earnings (A) 2.8 4.2 11.3 Ratio Price-Earnings (A) 8.0 10.0 11.5 11.4 | 
Ratio Price-Earnings (B) 2.0 3.0 7.1 Ratio Price-Earnings (B) 6.0 9.0 9.1 9.7 
OILS RAMS 
GULF OIL ATCHISON, TOP. & SANTA FE 
Earned Per Share. ....($) 4.90 6.17 6.01 6.50 Earned Per Share..... ($) 15.65 13.83 13.29 14.00 
High & Low Prices ........ 412-2958 58%-44 5856-46% 5050-4114 High & Low Prices 76%4-50 8852-6834 10434-7312 103 -86 
Ratio Price-Earnings (A) 8.4 9.4 9.7 7.8 Ratio Price-Earnings (A) 4.8 6.4 7.8 7.3 
Ratio Price-Earnings (B) 6.0 7.1 ri 4 6.3 Ratio Price-Earnings (B) 3.2 49 5.5 6.1 
DEEP ROCK OIL SOUTHERN RAILWAY 
Earned Per Share......($) 7.46 4.99 2.01 2.50 Earned Per Share......($) 7.47 6.11 9.57 12.75 
High & Low Prices . 41%4-22 6934-414 63%-39 472-3434 High & Low Prices 25%-16% 32 -23% 42 -24% 497-38 
Ratio Price-Earnings (A) 5.5 14.0 31.7 19.0 Ratio Price-Earnings (A) 3.8 5.2 43 3.9 
Ratio Price-Earnings (B) 3.0 8.2 19.4 13.9 Ratio Price-Earnings (B) 2.2 3.8 25 3.0 
HOUSTON OIL CHI., MILW., ST. P. & PAC. 
Earned Per Share......($) 4.'63 5.35 4.81 4.90 Earned Per Share......($) 4.37 1.84 2.32 3.50 
High & Low Prices ........ 62%-3842 75 -54% 85 -58% 79 -54 High & Low Prices ...... 23%- 7¥e 30 -17% 24 -18% 23%-12'2 
Ratio Price-Earnings (A) 13.4 14.0 17.6 16.1 Ratio Price-Earnings (A) 5.4 16.3 10.3 6.3 
Ratio Price-Earnings (B) 8.3 10.2 12.1 11.0 Ratio Price-Earnings (B) 1.6 9.3 7.9 3.5 
(d)—Deficit. (A)—At high. (B)—At low. 
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Eleetronics 


Age Developing 
By L. A. LUKENS 


 * transistor, a brand-new term, is going to 
have a pronounced impact on the electronics in- 
dustry. Mention of this new electronic marvel in 
everyday conversation will almost invariably prompt 
someone to inquire “What is a transistor?” Yet this 
new glamour product of the electronics field is des- 
tined to become a household word. 

Developed in 1948 by the Bell Laboratories, the 
transistor is capable of performing almost all of 
the functions of the ordinary vacuum tube found in 
your television set or radio receiver. Engineers at 
Bell, investigating a group of metals known as semi- 
conductors, noticed that a current applied by one 
wire to the mineral germanium could be drawn off 
by an adjacent wire much amplified. The first tran- 
sistors were noisy and inefficient, but many of the 
problems long since have been solved. In 1951, the 
Bell people brought forth a radically new junction- 
type transistor, possessing properties not present 
in any previous device and superior in many ways 
to the improved original or point-contact transistor. 
The Bell transistor acts as rectifier, detector, ampli- 
fier, oscillator and photo-electric cell. 

The transistor requires but a millionth of the 
power needed by the conventional tube. Most of the 
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The transistor is one 
of those rare products 
that often have a 
revolutionary effect 
on industry. This arti- 
cle shows the poten- 
tials in the transistor 
and describes the ef- 
forts of leading com- 
panies to enhance 
their position in this 
new development. 





vacuum tube’s power needs are 
used to “boil” electrons off a 
cathode. A transistor’s supply 
of electrons is available without heating. The very 
fact that it gives off only a negligible amount of heat 
is another advantage since heat becomes a problem 
along with power requirements in every big elec- 
tronic installation. A giant electronic computer, for 
example, may have up to 20,000 tubes. 


Favorable Characteristics 


Since transistors need not be spaced for cooling 
and since their heat consists of the barely visible 
speck of germanium, an obvious advantage in size 
and weight over the vacuum tube is apparent. Whole 
banks of transistors may be assembled in one pack- 
age, complete with resistors and condensers, which 
take up less space than the ordinary tube. Physic- 
wily the transistor is about half the size of a paper 
clip. 

Because it is a solid, the transistor offers tremen- 
dous resistance to shock. There is no problem of a 
fragile shell or case. And since there’s nothing to 
burn out, it can last indefinitely. Bell has estimated 
its life at some 90,000 hours—more than 10 years of 
continuous operation. I. J. Kaar, general manager of 
the electronics department of the General Electric 
Co., has said the transistor “can last forever.” 

For these and other reasons it may be that the 
demand for transistors will boom out of all pro- 
portion to its prospects as a replacement for the 
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vacuum tube. There are many applications (Bell cites 
its dial-switching apparatus, currently mechanical) 
which have never lent themselves to electronics be- 
cause of the shortcomings of the vacuum tube. 

Already the trend to miniaturization — reducing 
electronic components radically from their present 
bulk—has manifested itself in such diverse products 
as hearing aids and radios. Maico and Sonotone, 
important manufacturers of hearing aids, have sub- 
stituted transistors for conventional tubes in their 
products with the result that these devices are less 
cumbersome and, it is claimed, more efficient. A num- 
ber of wrist-watch radios also have made their ap- 
pearance, utilizing the compactness of the transistor. 

The “walkie-lookie’—a complete TV station, in- 
cluding camera and transmitter so small it can be 
toted about by a man in a shoulder pack—has been 
used to cover important news events. A large-screen 
TV receiver for the home, which may take up only 
half the space of present sets and sell for half the 
price of present models, is in prospect. Air-condi- 
tioning units which will operate electronically—they 
will not require motors like present models — may 
soon make their debut. 

The transistor is essential] to all of these revolu- 
tionary products. To quote a top electronics en- 
gineer: “I can see how, using the transistor, you 
could maintain the sound volume of your radio or 
TV set at a predetermined level no matter how often 
you changed stations. In television, this new gadget 
could mean simpler circuits that will eliminate inter- 
ference from automobile starters or overhead planes. 
The possibilities are unlimited.” 

General Electric announced this Summer that it 
had begun mass-producing a new low-price, long- 
life transistor. The new units, with three times the 
power capacity of present transistors, will last “in- 
definitely,” according to the company, since they are 
in a hermetically-sealed vacuum and use all metal- 
welded construction, protected from variations in 
temperature and humidity which cause rapid deterio- 
ration of present transistors. 

The units are in production at the General Electric 
germanium products plant at Clyde, New York, on 
mass-production machines, to be incorporated even- 
tually into a complete “automatic factory” system 
that will produce at a rate of several million yearly. 
General Electric experts predict industry-wide pro- 
duction of 2,900,000 transistors next year compared 
with the present annual output rate of a mere 
100,000. 

The new units will be offered at a price “competi- 
tive with the general range of vacuum tubes.” Tran- 
sistors now cost $10 to $15 each while vacuum tubes 
range from less than a dollar in industrial applica- 
tions to $1.50 to $2 in general commercial channels. 

At the same time, General Electric made it known 
that it is engaged in developing a small transistorized 
portable radio with a total size of 20 cubic inches. 
Application of transistors to such consumer items is 
made possible by the increased reliability of the “non- 
deteriorating” unit, the company stated. Other appli- 
cations being made now are in circuits under develop- 
ment for radar, two-way radio and TV broadcasting 
equipment. 

Importance of Germanium 


Eagle-Picher is far out in front in producing the 
germanium that makes the transistor tick. However, 
it is a tedious and costly project, taking an estimated 
20 freight-car loads of zinc ore to recover a single 
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pound of germanium which, in its refined state, is 
worth its weight in gold. Since production is costly, 
the Unted States Government Bureau of Mines has 
been studying other sources, even combing the ash 
pits and smokestacks of big coal-burning power 
plants in quest of the rare and expensive mineral. 

Whatever the variance of views on the role of the 
transistor, the trade is agreed that more germanium 
will be used in the years ahead. The problem is one 
of supplying the demand. Eagle-Picher is certain to 
get a larger measure of competition from other pro- 
ducers of germanium and chemical processors who 
have undertaken research to evolve a rival for ger- 
manium. 

Saratoga Laboratories refines a small amount of 
germanium. And the Donore Zinc Works of United 
States Steel’s subsidiary, American Steel & Wire 
Co., turns out germanium as does National Zinc. Co. 


Annual production of germanium is a mere 6,000 
pounds. Some electronics people figure industry will 
need 40,000 pounds by 1956. Obviously, the big prob- 
lem is one of supply. While germanium now is being 
recovered from zinc ore, it also appears in minute 
quantities in American coals, but at present is not 
economically recoverable from coal. The likeliest ap- 
proach to germanium extraction from coal is to re- 
fine it from the burnt ash. Germanium content of 
American coal is about one-thousandth of 1%. But 
if it could all be recovered and refined to pure metal 
it would be worth $7 a ton of coal—more than the 
mine price of coal itself. 

This does not mean that every coal-burner should 
set out to recover germanium from his ash pits. 
Government sources say that probably only the 
major users of germanium-bearing coals would find 
it profitable today to build plants to recover ger- 
manium from their ashes and flues. The refining pro- 
cess is costly, requiring careful control. 

At present, the Government has plans to get 
samples of coal ash (Please turn to page 50) 











Companies With a Stake in the Transistor 





American Tel. & Tel........ Its Bell Laboratories transistor serves as 
rectifier, detector, amplifier, oscillator and 
photo-electric cell. 


SOMNOR 50. cccassrscoscccesace Began marketing this year a hearing-aid 
that utilized transistors and vacuum tubes. 


General Electric ............. Second only to A.T.&T. in the race to nail 
down patents for this electronics marvel. 


Radio Corp. of America.Has already placed on the market com- 
mercial transistors for use in a variety of 
electronics products. 


Eagle-Picher Co. ............ Produces more than 90% of the basic min- 
eral, germanium, used in the production 
of the transistor. 


I] E. 1. du Pont.............0... Evolved a process to make pure silicon a 
competitor of ger ium in the manufac- 
ture of transistors. 





Sylvania Electric ........... This important maker of vacuum tubes 

| makes transistors that are exepcted to vie 
with its old-line product in many industries. 

WIS ss osesccccccssscasted This leading supplier of tubes to the auto, 


radio and TV fields has reported strides in 
the production of transistors. 














Raytheon Mfg. ............... Active in research and development of 
germanium and other materials essential 
to transistor manufacturing. 
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- —SAVING DEFENSE DOLLARS— 


By “VERITAS” 


OPERATION of the United Mine Workers Welfare 
program deserves place in the realm of big business. 
While retirement benefits are, on the whole, more 
generous than are paid through the Social Security 
System and the cost therefore is relatively higher, a 





WASHINGTON SEES: 


With so much forecasting and experting being 
indulged in Washington on the federal fiscal 
policy and outlook, Treasury Secretary Humphrey 
has performed a service by declaring what the 
Administration hopes to do, always guardedly 
and always with the proviso that the best laid 
plans may be sent astray by a serious interna- 
tional move of violence. 

For example, by public statement he has put 
down any thought that revival of the excess profits 
tax is contemplated when it dies at year’s end; 
reduction in personal income taxes will not be 
opposed—again, barring happenings which can- 
not be foreseen; the deficit has been cut by a 
strict economy program, and the Treasury head 
sees that pointing to balance of the cash budget 
before the year is over. 

While some critics complain that the defense 
program is being sold down the river, Secretary 
Humphrey has made it clear that as between a 
balanced budget and “the best—not the second 
best’”—defense, the latter will be chosen. The Cabi- 
net member reflects a degree of worry which must 
be assumed to come from deliberations within the 
top brass, that H-Bombing is a greater threat than 
most seem to assume. He definitely does not sub- 
scribe to the escapist line of thinking “if it comes 
it will be too late anyway, and if it doesn’t come 
planning and worry will have been for naught.” 

Secretary Humphrey, having set out broad prin- 
ciples, now seems anxious to take various parts 
of the whole to pieces, explain them in readily 
understandable language, make federal finance a 
topic which is not merely a conversational piece 
for the relative few. 
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good argument can be made for the fact that the 
taxpayer would be meeting the bill one way or an- 
other. In the fiscal year ended June 30, $138,963,949 
in help was given to 266,421 persons. Referred 
to as the UMWA Welfare and Retirement fund it is 
exactly that only in the sense of the beneficiaries; 
much of the money is raised by contributions from 
the mine owners, based on contractual obligations 
and, presumably, passed on to consumers. 

ENGINES normally are thought of as the most essen- 
tial part of an airplane and (except for gliders) 
there is support for that theory, but the motive unit 
is only one of the necessary elements. For that rea- 
son, Defense Secretary C. E. Wilson sees the possi- 
bility of cutting half a billion dollars from the orders 
for engines without slowing, or, in the long haul, 
cutting the production of the end product. Some com- 
panies producing jet types will stop processing de- 
fense orders when they complete work on the assem- 
bly lines. Most of them were operating under licenses 
issued by primary contractors.The latter group will 
continue to produce but at a gradually slowing pace. 


ADLAI STEVENSON may not make another try at the 
White House but it already is demonstrated that he 
will be an active titular leader of the party out of 
power, possibly the rallying post for some very defi- 
nite policy issues that cannot be avoided. For ex- 
ample he has set up a sharp contrast to Senator 
Knowland’s sabre clattering approach to the Asian 
problem which amounts to “join us or take the con- 
sequence.” Stevenson would offer the principles of a 
Monroe Doctrine to other countries, with a dash of 
George Washington’s advice to beware of entangling 
alliances. 

HOWEVER, as frequently happens when politicians 
take to the platform, a suggestion of inconsistency 
has been allowed to creep into Adlai’s most recent 
dissertations. It is hardly probable that smaller coun- 
tries will be impressed with the potential military 
aid that should flow from alliance when the sponsors 
of such voluntary amalgamations are leading off in 
moves for disarmament—a much-to-be-desired objec- 
tive in which this country took the lead more than 
three decades ago, only to find that the costs of dis- 
banding a strong defense ran high. 
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Labor has lost more than it gained by the with- 
drawal of Martin P. Durkin from the cabinet. Much is 
being made of the fact that the unions are now lined up 
Solidly against President Eisenhower. But there were few 
laborite defections from the normal democratic bent in 
the last election; most of the leaders were out on the stump 
for Stevenson. Yes, even Durkin himself! The republican 
party in the last election no more needed the scattered 
labor vote than Harry S. Truman needed the "Solid South." 
It would be preferable from a GOP standpoint if things had 






























































catalogues the Durkin appointment. It was the late Senator 
Robert A. Taft who termed it "incredible." How Ike hoped 
to gain an impartial stewardship in the field of labor- 
management from one whose thinking and decisions have 
been steeped in labor union traditions (and who held one 
one of the highest craft presidencies in the land), taxes imagination. It may be 
pointed out that a banker heads the Treasury, a former prosecutor directs the Depart- 
ment of Justice, and so on. But in those positions there is not the never-ending contest 
that is waged between capital and labor. 


















































































By reason of his background and associations, Durkin could be expected to fol- 
low the path to which he was most accustomed. He did so. When he went back to the job that 
pays him $5,000 a year more than the Cabinet post he made it Simple for inquiring 
reporters to ask him whether the Administration had run out on its promises to revise 
the Taft-Hartley Act. Yes, was his answer. But Durkin was honest enough the place the 





Qa QS 








Fl wm we 














What the Labor Department head admitted he wanted was a free ticket to write the 
national labor relations code; he drew 10 amendments to the present law, wanted all 19 
adopted, walked out when he found he couldn't have his absolute way any more than Defense 
secretary Charles E. Wilson would be permitted to decide, by himself, how many planes or 


ships would be built, how many men would be put under arms. 
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- Labor had a glorious opportunity to work on the highest administrative level. 
Through Durkin, it chose to follow the methods which have failed in every try Since the 
Taft-Hartley Law went on the books. Durkin didn't even wait to learn what Ike's policy 
would be, admitted he doesn't know what recommendations will go to congress, and he told 
the press he "wouldn't say" that the present Administration is anti-labor. This much is 
clear: if the President takes the advice of those who surround him at the White House, 


there will be very few, if any, changes in the T-H statute. 




















——t Ve CU 























s jeer We © 


One of the best tipoffs to democratic reaction, in Spite of the war cries, 
came from democratic Senator James E. Murray of Montana, who said he will introduce a 
Taft-Hartley repealer. And, he added, it will be made a campaign issue in the next elec- 
tion. That's about equal to admission that congress isn't expected, by Murray at least, 
, to repeal the law; otherwise, why would he enter it in the campaign? 
Durkin is the hero of the day in the hiring halls but the prospect of his going 
higher in the labor movement is just about nil. The old guard has passed from the scene-- 
all except John L. Lewis, and his thunderings have been reduced to a whisper. Control of 
| the AFL has passed from William Green to George Meany; Walter Reuther has unquestioned 
control of CIO. Meany has called the bluff of the carpenters union brought their seces- 
Sion to a quick ending, accepted the carpenters back into the fold on their plea. For 
window-dressing purposes it was announced that "raiding" for purposes of fattening 
membership rolls will be made a subject of study. It already was on the agenda for the next 
convention. 
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To be watched with interest when the new congressional session comes to order 
will be the approach taken by democratic members to segments of the Eisenhower plan as it 
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unfolds. Early returnees, making little effort to hide the fact that they have been sub-= 
jected to two-way bombardment at home and are ina sense "hiding out" in Washington, say 
confusion reigns supreme in the hinterland. It would indeed be surprising if Ike calls 








a special session this year to cope with the problem of a national debt crowding the 
Statutory limit. Such a session would have provided a preview of what's ahead in point of 


solidarity for 1954. 

Congressmen report back-home reaction seems to fall into two main classes: 
1. Those who say it is too early to expect a party to come in after a 20-year "vacation" 
and get things in smooth running order in one year; 2. Those who reject any thesis based 
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cut, taxes haven't been reduced, personnel costs are higher not lower in the federal gov- 
ernment, and, far from "cleaning up the mess," a 4 per center has been found operating 
close to the Administration. 























The democrats in recent gatherings and through a series of major speeches, 
have tipped their hand on the campaign weapon they will rely on in the congressional and 
national elections: general dissatisfaction. The farmers, organized labor, the house- 
keepers who find their cost of living mounting -- these are to be moulded into an "agin'er" 
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think none is needed. All is negative. 





Opposition to the party in power very obviously is proceeding upon the convic- 





draft as any in recent history. He came in without commitments, owed no political favors, 
and he sees to have succeeded in carrying on that way. When the national convention date 
nears he is under no compulsion to help save the congressional seats, or appointive 
offices, of anybody. He can step out without suffering the charge of political ungrate- 
fulness. 























That the democrats think that's what he will do is emphasized by the fact that 
they direct little or no personal criticism at him, guarding against the risk of being 
struck on the rebound for belittling a national hero. Also they have supported much of 
the Eisenhower program to date. That, they believe, protects against the charge of ob-= 
structionism, and they can show that certain measures were Ike's own, opposed by GOP 
members of congress. Already they are in a quandary: whether to continue emphasizing 
that democratic votes helped greatly to enact Eisenhower measures, thereby admitting the 
program, in their opinion was a good one, or to soft-pedal the whole thing. 






































For whatever, if anything, it may indicate: The National Press Club schedules 
luncheons for members at which the top military and civilian brass and other makers of 
news speak off the record. The Fall season opened with Treasury Secretary George M. 
Humphrey as the speaker. Following Humphrey, on October 20, will be Dave Beck, head of 
the 1.2 million-member teamsters union. Humphrey spoke about the $273 billion dollar debt 
and other financial woes his department faces; Beck is expected to mention the fact that 
his union has a surplus of $26 million and isn't worrying. 


























The Reconstruction Finance Corporation, after two decades of existence, went 
out of the lending business Sept. 28 after writing a record of performance that will be 
pointed to both by those who will favor similar undertakings in the future and by those 
who will oppose them. RFC will remain in existence until the end of the 1953-1954, but 
from this point on will only be closing its books. 




















It would be mathematically impossible for the agency to show an operating loss; 
therefore as a going concern resting upon a profit-and-loss statement, it is above 
criticism. But the critics say it was permitted to outlive the need that brought it into 
existence; that some of the lofty purposes which inspired congress to create it seemed 
to have been forgotten in the selection of some clients, that influence played too large a 
part in decisions. Democrats generally defended RFC. It was created under the Hoover 
Administration. But the republicans weren't in power long enough thereafter to do much 
more than get it into operation. 
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Our Political-Trade 
Stake in Canada 


By V. L. HOROTH 


Our two democracies, while equally based on the 
will of the people, must reach their governmental 
decisions independently and by different constitu- 
tional methods. It is of high importance to us all that 
they should find their way together in amity and 
constancy of purpose through the mazes, the en- 
tanglements, the frustrations and the perils of today. 

His Excellency H. Hume Wrong, 
Canadian Ambassador to the United States, 
at Town Hall, New York on April 7, 1953 


71 ations, like individuals, tend to take their best 
friends too much for granted and are vexed when 
differences of opinions arise. In our effort to win 
friends in different parts of the world we have from 
time to time lost sight of the interests that we have 
in common with our Latin American neighbors, and 
it seems that in these past months we have failed 
in much the same way in respect to Canada, the 
neighbor with which we have the most in common. 

Young people have a way of maturing almost 
before one knows it. This is what has happened to 
Canada. From a country that used to second the in- 
ternational decisions of Great Britain and the United 
States, the Dominion has grown into what may be 
called a “Middle Power” and has accepted heavy 
international responsibilities in the rehabilitation of 
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Europe and more recently in the de- 
fense of the Free World. The indus- 
trial development of the last ten years 
and the Dominion’s vast resources of 
“armament commodities” — notably 
nickel, aluminum, titanium, zinc, 
lead, copper, the platinum group, as- 
bestos, and iron ore — has made it a 
leading arsenal of the Free World. 
From a country regarded only a gen- 
eration or so ago as a primary raw 
material producer, Canada has developed into a 
country of well-diversified, modern industry, with 
a potential that puts her far ahead of much more 
populous countries, such as Brazil, Spain, Turkey, 
and Mexico. 


Change in Relationship 


Busy as the United States has been since the end 
of the Second World War with solving international 
problems, of which the containment of communism 
has been the most burdensome, we have generally 
failed to notice a subtle change going on in Canada’s 
relationships with us. As the economic power of 
Canada has grown the Canadians have gradually 
ceased to be overawed by their powerful neighbor. 
They have become increasingly aware of their own 
particular historical and cultural background, of 
which French Canada always has been strongly 
aware. Calling Canada the “49th State” sounds hol- 
low now. Canada has become a nation with a “mani- 
fest destiny” of her own, and with this awareness 
has come the assertion of a more independent course 
in international affairs. “The decision of Canada to 
go ahead with the St. Lawrence Seaway project, 
despite lack of American participation,” a paper 
prepared by the Royal Institute of International 
Affairs comments, “marks the coming of age in 
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SR eRe aeammenenaen —iciiienteemaaines ame 
U. S. Exports to Canada 
U.S. Exports to All Areas Exports to Canada 
Military — Eco. “Cash” % of Cash 

Total Aid Aid Exports Actual — Exports 
1935-39 . 2,872 2,872 435 15.1 
1949 .... 12,051 . 2,875 9,476 1,959 20.7 
1950 10,275 282 = 1,953 8,040 2,039 25.4 
1951 . 15,026 1,065 1,484 12,477 2,693 21.6 
1952 ... 15,165 1,981 979 12,205 2,993 24.5 
1953 est. 16,500 4,100 900 11,500 3,150 29.0 

After a National City Bank tabulation. 

















relationship to the United States as did the Statue 
of Westminster mark coming of age vis-a-vis the 
Mother country.” 

Although there has never been a closer degree of 
partnership between Canada and the United States 
than todays’ in practically all fields, nevertheless it 
is well to take notice of Canada’s declaration of 
independence of U.S. foreign policies as stated by 
Mr. Lester B. Pearson, Canadian Secretary of State 
for External Affairs, and popular recently-resigned 
President of the U.N. General Assembly, who wrote 
in the October 1951 issue of Foreign Affairs: 

Today the spectre is that the United States may 
feel it necessary to pursue policies inside our coali- 
tion which the other members cannot whole-heart- 
edly follow; or that inadequate co-operation from 
the other members may discourage American effort 
and leadership to the point where Washington may 
decide “to go it alone’. Any Canadian Government 
is bound to do what it can to exorcize these dangers, 
and this may mean at times expressing its own views 
forthrightly in London, in Paris, or, above all, in 
Washington, where the center of power now lies. 
This is the first principle of Canadian diplomacy. 

What we tend to forget in this country is the 
duality of Canadian roots and interests. Canada is 
not only both English and French, but also North 
American and European — the latter to a much 
greater extent than is the United States. In the past, 
one of the functions of Canadian statesmen was to 
serve as go-between to help reconcile American and 
British views. 

Economically, too, Canada is dual. While economic 
ties with the United States, as will be seen, have 
never been stronger or better from the Canadian 
point of view, Canada is nevertheless maintaining 
her membership in the British Commonwealth of 
Nations. Certainly she has been increasingly con- 
scious of her “manifest destiny” in this organization 
in which she is associated with the free peoples of 
Asia. With the exception of the period since the 
Second World War when Canada adopted whole- 
heartedly a free-market economy, her social and 
economic policies have always stood between those 
of the United States and Great Britain. Even the 
Canadian dollar until quite recently usually fluctu- 
ated somewhere between the U.S. dollar and the 
pound sterling. 

Nothing is further from truth than communist 
allegations that Canada is a satellite of the United 
States and that Canada is a victim, willing or un- 
willing, of exploitation by American capitalism. The 
truth is that the national interests of Canada and 
the United States are practically identical on most 





issues. Yet this community of interests permits wide 
differences in their views and mutual criticism. Just 
now, for example, the Canadians, as a group, seem 
to be more willing than the people in this country to 
negotiate with the communist powers. 

But while the differences between Ottawa and 
Washington on international issues are no greater 
than the differences between the Republicans and 
the Democrats, there has been in the last two years 
considerable irritation in Canada with our economic 
policies. The Canadians resent the curbs applied on 
Canadian exports to this country. Yet the amounts 
involved are relatively small in comparison with the 
overall exchange of goods between the two countries 
which this year runs at an annual rate of $514 
billion. 

The trouble started last year with our embargo on 
Canadian meat exports, applied as a result of a 
localized outbreak of hoof-and-mouth disease. The 
Canadians claim that the embargo, unnecessarily 
prolonged, cost them $50 million worth of business. 
The next pin-prick was the pigeon-holing of the 
St. Lawrence Seaway Bill in the U.S. Senate until 
next January, although exploratory work on the 
Canadian section of the St. Lawrence project is 
already in progress. 


Concern About U.S. Trade Policies 


No less irritating to the Canadians are the tariff 
changes and quota restrictions, applied, the Canadi- 
ans claim, with alarming abruptness. The first of 
the several protest notes filed by Ottawa in Wash- 
ington this year, dealt with the embargo on dehy- 
drated milk imports. Another note protested the 
quota restrictions on cheese imports, on the strength 
of which our imports of cheddar cheese from Canada 
are cut this year to about one-fourth of the 1952 
quotas. Still another note sent to Washington pro- 
tested the proposed restriction on the import of fresh 
and frozen fish fillets, now under study by U.S. 
Tariff Commission. These imports are valued at $50 
million a year and barring them would be a hard 
blow to Newfoundland fisheries. 

There is also a move under way instituted by our 
Department of Agriculture to exclude Canadian oats 
from this country. As for zinc, lead, and petroleum, 
Congress defeated a Bill that would have placed 
heavy curbs on the imports of these metals from 
Canada, but the supporters of the bill are expected 
to try again during the present session of Congress. 
“Every demand by American industries for more 
tariff protection, every protectionist speech in Con- 
gress is quickly noted in Canada,” the Ottawa cor- 
respondent of the Monitor reports, “and used in 
political debates to prove the danger of present 
[Canadian] trade policy.” 

The official Canadian policy is to promote liberali- 
zation of international trade and lower tariffs. Since 
over 20 per cent of Canada’s national product must 
find foreign markets, Canada is much more conscious 
than this country of the necessity of removing ob- 
stacles to trade. “The feeling is not that Washington 
is adopting an anti-Canadian policy,” the Journal 
of Commerce said some time ago, “it is that U.S. 
policies in general are being shaped with little if any 
thought as to their effects in Canada, and that trade 
policies [here] are tailored to meet the requirements 
of special U.S. interests, small by comparison with 
the big export market to the North, but more often 
than not to the injury of the latter.” 
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Canada’s Purchases Bolster U.S. Exports 


This year this “export market to the 
North” has indeed given our exporters a sig- 
nificant lift. While our overall 1953 “cash 


Canada’s Main Resources 
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Production of Selected C dities in 1951 
% of 














2) = x Output World = As World 
exports’, 1.€. exports other than those fi Commodity Long Tons Output Producer Estimated Reserves 
nanced by our economic or military aid, are 
expected to drop to about $11 billion, or one Wheat ................ 14,800,000 11 Fourth 
billion dollars below the 1952 cash exports, Newsprint . 4,925,000 54 First 
ts to C - ill b 5 leloke hints Wood Pulp . 8,140,000 25 Second 
exports to Uanada Wil be as nign or higher Aluminum . 399,200 26 Second 
than they were last year (see accompanying Nickel(a) 123,000 92 First 4 million tons 
table). In fact, Canadian spending here for Copper(a) . 242,000 10 Fourth(b) 6 million tons 
merchandise imports accounts for 3 out of Zine(a) .. 298,000 15 Second 9 million tons 
10 doll th by f ° t Lead(a) ... 136,000 9 Fourth 42 million tons 
every js ollars spen ere by oreigners ou Asbestos . 864,000 73 —s*First Largest in the world 
of their own resources. By comparison, Can- Iron Ore 4,224,000 2 Eighth 4,000 million tons with at 
ada accounted for about 20 per cent of our least 50% iron content 
Petroleum 6,340,000 1 Tenth 1,200 million barrels, proved 


cash exports in 1949, and for only 15 per cent 





in the 1935-39 period. 

Moreover, the Canadian market for our 
goods has tremendous growth possibilities. 
The Bank of Nova Scotia, devoting its June- 
July Monthly Review to Canada’s long-term 





(a)—metal content; (b) outside U.S.S.R. 


Note: Not included are Canada’s important resources of uranium, cobalt and 
platinum. Metals include platinum, irridium, palladium, etc. 


After a Royal Institute of Int. Affairs publication—Springs of Canadian Power” 




















prospects, ventures to guess that under favor- 
able conditions Canada’s population may 
reach 25 million by 1980 (present population just 
under 15 million); by that time, the Bank says, 
Canada’s national product would reach some $65 
billion (at 1953 prices) as against $23 billion in 
1952. The Canadian standard of living would then 
be somewhat above that now prevailing in the United 
States. If these estimates are correct, the long-range 
opportunities offered to our exports in the Canadian 
market are very great indeed. 

U. S. exports to Canada showing an improvement 
during the first six months of 1953 over the similar 
period in 1952 include automobiles and parts, air- 
craft, construction and industrial machinery, electri- 
cal household equipment and textiles (Canada is now 
one of our best markets for textiles made of syn- 
thetic materials). Exports of steel mill and petro- 
leum products have fallen off somewhat. With a sys- 
tem of trans-Canada pipelines nearing completion 
and their petroleum output growing fast, an in¢reas- 
ing share of the rapidly growing consumption may 
be expected to be filled by the domestic product. 


Worry About Future Trade Prospects 


Since 1939 the United States and Canadian econo- 
mies have become increasingly interdependent. Be- 
fore the Second World War, Canada’s exports went 
chiefly to Great Britain, Western Europe, and the 
Commonwealth. We took only 37 per cent of Cana- 
da’s exports in 1935-39, but 59 per cent in 1951 and 
54 per cent in 1952. Of Canada’s imports 61 per cent 
came from the United States in 1935-39; this pro- 
portion rose to 69 per cent in 1951 and 74 per cent 
in 1952. 

In the Canadian view this high degree of inter- 
dependence spells vulnerability to business fluctua- 
tions in the United States. There already has been 
some falling off in newsprint and lumber orders in 
Canada. Moreover, nonferrous metal prices have 
been getting softer. The relation of the prices re- 
ceived by Canada for her exports to the United 
States to the prices paid by the Canadians for their 
imports from this country is thus becoming less and 
less favorable for Canada. The Canadians know it 
and feel that in imposing embargo and other restric- 
tion on Canadian exports to this country we are 
really adding insult to injury. 
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(Millions of Dollars) 
1926 1939 1947 
GOVERNMENT SECURITIES 
Dominion ................ ... 383 567 665 
Provincial ) 510.2. 342 473 515 
| Municipal... : 185 181 207 
Ro racee ccna: 909 1,205 1,387 
PUBLIC UTILITIES 
Railways .. oe 510 832 724 
Other .... Jee E 290 522 372 
I SSS. 3h A ema che: 800 1,354 1,096 
OTHER INVESTMENTS 
Direct investments in: 
Vegetable products 69 % 155 
Animal products ... 18 47 46 
| OO eer ae 18 20 32 
Wood and paper ... 256 281 383 
Iron and products......... 186 188 312 
Nonferrous metals ........... 83 130 225 
Non-metallic minerals ........ 109 112 152 
| Chemicals ............. ’ re © Ge 88 147 
Miscellaneous ........................ 25 22 41 
Manufacturing (total) .. 953 1,287 1,676 
Mining and smelting .. IS 255 324 
Merchandising ..................... 99 138 185 
Financial institutions . ae 251 312 
Other enterprises ..... _ . 60 76 65 
Miscellaneous ........ aoe eo 94 155 
Grand Total : 3,196 4,660 5,200 


Still another source of worry to the Canadian ex- 
porters is our fixed subsidy program for farm prod- 
ucts. They feel that eventually we will have to dump 
our farm surpluses on the world market and thereby 
cripple their chances to export. Meanwhile a series 
of excellent harvests has led to accumulation of large 
carry-overs ; Canada’s wheat supply, as a result of a 
bumper crop, anda heavy (Please turn to page 50) 











Growth of U. S. Long-Term Investments 
in Canada 



































Source: Official Canadian Publications. 
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By J. S. WILLIAMS 


— mistakes which plague investors can 
be avoided with the exercise of ordinary prudence 
and restraint. To many, ruefully pondering on their 
past experiences, this may seem easier said than done 
but, in actuality, the task is by no means impossible. 
At any rate, it is the purpose of this writer to 
describe (1) the wrong and (2) the right approach 
to the practical problems of investment, in the 
simplest possible terms so that even inexperienced 
investors may learn how to avoid the more common- 
place and costly errors, and how to apply this knowl- 
edge to the development of a sound investment 
program. 

The most fundamental mistake an investor can 
make is to fail to relate his-or-her-particular objec- 
tives to personal standing and requirements. For 
example, if the investor requires the maximum at- 
tainable degree of security, he must confine himself 
to the best grade of fixed-income bearing securities, 
contenting himself with the smaller income which 
this class of investment normally produces. 

If he is in a position to act more freely, that is, 
to acquire common stocks as part of the portfolio, 
he must learn how to distinguish between the more 
obviously speculative equities and those which com- 
mand an investment rating. But, in any case, he 
must define his objectives and be sure that he under- 
stands them. Otherwise, he is in constant danger of 
ignoring his aims and winding up, as is commonly 


a2 








the case, with a badly assorted col- 
lection of securities, haphazardly 
acquired, and serving no good pur- 
pose. 

Broadly speaking, there are two 
classes of investors; those who de- 
pend more or less exclusively on 
security of income—and principal— 
and those who have additional 
sources of income through business 
or profession. The first group is 
generally found among the more 
elderly and their dependents; the 
second among the more actively 
engaged. 

Investors in the first group 
should confine themselves to the 
highest grade of securities, both 
bonds and stocks, with a very large 
proportion of the total invested in 
fixed-income bearing securities. 
Without such self-denial the inves- 
tor may place himself of acquiring 
securities which should have no 
place in his portfolio. To avoid this 
mistake, the investor must rigidly 
stick to his program. After having 
decided on his program, he must 
apply the strictest investment rules 
as to the selection and purchase of 
each individual security. Unless 
these securities can pass this acid 
test, they must be eliminated from 
consideration. 


Two Important Steps 


While many individuals under- 
stand very well what their invest- 
ment requirements are and while 

if they may desire to develop their 
programs in accordance, they may have difficulty in 
determining which issues belong and which do not. 
In that case, if they feel that they cannot rely suffi- 
ciently on their own judgment, as they may be lack- 
ing the necessary experience, they should seek com- 
petent counsel, at all times stressing their individual 
requirements so that the advice they obtain fits in 
precisely with the program laid out. In other words, 
there are two steps for the careful investor to take: 
to formulate a sound program suitable to his needs 
and, two, to see to it that the individual securities 
acquired fit into this program. This is probably the 
soundest way of avoiding expensive investment mis- 
takes. In the final analysis, however, it is up to the 
investor himself to see to it that he does not blindly 
accept advice and to reject all suggestions which are 
contrary to his basic needs. In other words, he should 
apply the same care to selecting his investments as 
he would to the selection of a house in which he in- 
tends to live. 

While the general principles mentioned above ap- 
ply specifically to the investor dependent on capital 
invested in securities for income, they apply equally 
to the active businessman, or professional, who 
must also think carefully about what sort of an in- 
vestment program would be suitable. However, there 
may be a good deal more latitude of action among 
these categories of investors than there is among 
those more dependent on income from securities. In- 
STREET 
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vom conmeaniennaiel 
Portfolio No. 1: Example of Poor Investing 
No. Price Recent 
Shrs. Name Paid Price Gain Loss 
100 = American Air Lines 16% 12 $412.50 
50 American Bosch 15 658 ae 418.75 
25 American Steel Fdry. 33 28% 121.87 
20 ~ Atlantic Refining _. 33%2 26% 132.50 
20 ~=Baltimore & Ohio... 2612 20% 112.50 
20 ~=—Blockson Chemical .... 29 23% 117.50 
20 ~=Boeing midass seated cacsaiexan as) 38% 85.00 
10 =Borg Warner ............... 73 66 70.00 
20 ~=Bullard .... oveuncsvorse: Sa 21 30.00 
20 ~=—s— Briggs sassuccvecs 3134 ‘ ; 95.00 
20 = Celanese : ecsnees se 222 590.00 
20 Chesapeake & Ohio........ 37% 333% ~ 82.50 
25 Clark Equipment . 41 337 178.12 
20 = Clevite 255% 19'2 122.50 
20 Consolidated Vultee 2012 1652 77.50 
50 Continental Motors 107% 7\2 168.75 
40 Deere 3 Sarre 36 2358 495.00 
100 = Equity Corp. = 2% 1% 50.00 
50 Fedders Quigan 16 1134 212.50 
20 Food Machinery 45 35 200.00 
15 Gulf Oil 53 41'2 172.50 
25 International T & T 20 14's 146.87 
50 Jones & Loughlin 7 20% ~ 343.75 
25 Nash Kelvinator 2012 1758 65.62 
50 ~—s— Pacific Tin 852 5% 175.00 
100 = Publicker 15'2 10% 525.00 
25 Puget Sound P & L 24)2 262 $50.00 
20 Radio Corp. 25\2 22% 67.50 
20 Republic Steel 47\2 4234 95.00 
20 = St. Joseph Lead 3942 34 110.00 
20 Standard Steel Spring 27 20 140.00 
20 Union Bag & Paper 48 40 160.00 
25 Westinghouse Air Brake 28 2334 106.25 
Total Cost of Securities $25,581.25 
Recent Value 19,751.27 
Net Loss $ 5,829.98 























dividuals who possess income from other sources 
than investments, especially if they are in the more 
active age brackets, can devote a fairly large pro- 
portion of their available capital to the type of se- 
curities capable of producing long-term gains. 
Assuming that the investor already possesses an 
adequate income from a sound business or well- 
developed practice, he can afford to subordinate the 
normal desire for additional income to the specific 
objective of concentrating on increasing capital over 
a period of years. A program of this sort, however, 
absolutely debars purchases which have not been well 
planned in advanced and forbids the selection of se- 
curities on impulse, no matter how attractive they 
may seem at first glance. Just as in the case of the 
conservative investor principally interested in safety 
of income, so does our businessman-professional man 
investor have to make sure that any intended pur- 
chase fits well into his basic investment program. 


The Two Portfolios 


Having stated the fundamental principles in the 
proper arrangement of a portfolio, we may now pro- 
ceed for purposes of illustration to examine two 
actual portfolios recently submitted to us. The first 
comprises a list of stocks held by a new subscriber 
and which were purchased over the past few years. 
This is a badly constructed portfolio and offers an 
interesting example of the type of mistake commonly 
made by inexperienced or careless investors. The 
second is quite a different type of portfolio. It is ex- 
cellently constructed with due regard to the investor’s 
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program. 

Portfolio +1 represents the holdings of a lady 
who has managed to violate almost every sound 
principle of investment. This list of 33 stocks con- 
tains only 3 stocks of established investment merit. 
These are: Atlantic Refining, Gulf Oil and Puget 
Sound Power & Light. The rest are a nondescript 
conglomeration of speculative issues which, while 
they might, in individual cases, be suitable for other 
investors, are undesirable for this particular investor 
who needs maximum security. 

The list is also faulty from the standpoint of over- 
diversification. Furthermore it is defective because 
too little attention has been given dividend security, 
most of the issues listed having a rather indetermin- 
ate future with too little assurance concerning their 
ability to continue dividends on the present basis. 

A serious mistake in this portfolio is the lack of 
reserves and the lack of sound bonds. This has de- 
stroyed the stability of the total investment with the 
result that the capital has shown considerable de- 
terioration. Actually, with an original capital of 
about $25,000, losses by now amount to almost 
$6,000, approximately a 25% decline in value. There 
have been losses in 32 out of the 33 issues purchased, 
indicating an undue percentage of purely speculative 
issues, the first to suffer serious declines in a de- 
pressed market. Greater representation in the sound 
equities, with an adequate amount in reserves and 
fixed-income bearing securities, could have held the 
total loss down to possibly not much over 10%, even 
after the recent market decline. 

The larger the number (Please turn to page 46) 
































Portfolio No. 2: Example of Sound Investing 
Amount 
Invested Security Price Income 
RESERVES—30% 
of Total Capital 
BONDS $10,000 278% Treasury 100 $287.50 
Notes 3/15/57 
5,000 3s N.Y.C. ‘80 97 150.00 
Total $15,000 Total $437.50 
PREFERRED STOCKS— 
20% of total Air Reduction 
Capital $ 5,000 Convert 412% 102 $225.00 
$ 5,000 Ohio Ed. 4.4% 100 220.00 
Total $10,000 Total $445.00 
COMMON STOCKS— 

50% of total Amount No. of Indic. 

Capital Invested Shares Price 1953 Div. Income 
American Chicle $2,500 50 $ 47 $2.50 $125.00 
American Gas & Elec. 2,500 80 30 1.64 131.20 
American Tel. & Tel.. 2,500 20 153 9.00 180.00 
Borden 2,500 45 56 2.80 126.00 
Goodrich (B. F.) 2,500 40 63 2.65 106.00 
Johns-Manville 2,500 40 57 4.25 170.00 
Kresge, S. S. 2,500 80 33 2.00 160.00 
Owens-lIll. Glass 2,500 35 70 4.00 140.00 
Union Carbide . 2,500 40 63 2.50 100.00 
Westinghouse Elec. 2,500 60 41 2.00 120.00 

Total $25,000 $1,358.20 
Total invested . $50,000 Grand Total $2,240:70 
NOTE: Approximate return on capital, 412%. 
This is a fair return considering the heavy proportion 
of low income securities necessarily held in reserves. 
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Stocks to Hold 


for 


“Dollar Averaging” 


By OUR STAFF 


yi 5 

ollar averaging” is simply a plan enabling 
the investor to embark on a program of long-range 
investment in very high grade stocks, with purchases 
spaced out more or less evenly both as to the amounts 
invested and the intervals between purchases. This 
is a systematic plan and permits little deviation, if 
the objectives are to be secured. 


It is of the utmost importance that the right kind 
of stocks be selected for this program as otherwise 
serious mistakes can be made. Stocks that are suit- 
able for the program must fulfill two distinct re- 
quirements: first, they must be among the group 
of great, dominant corporations; and, second, they 
must possess definitely proved growth character- 
istics of the highest order. Most stocks do not con- 
form to either of these requirements and, hence, are 
unsuited to inclusion in “dollar averaging” programs. 

The value of the plan is that it can be utilized in 
rising and falling markets, without distinction, as 
the average price obtained has the effect of ironing 
out price differences arising from major fluctua- 
tions, depending on the condition of the market. 
Thus, a high price may be paid at one time and a 
low price at another. The combined average will 
give the investor a distinct advantage in that at 
least it will aid him in avoiding the risk of investing 
too heavily when the price is high. 

In a market such as the present, with uncertain- 
ties prevailing “dollar averaging” nevertheless may 
be effective as it will enable the investor to acquire 
his stock or stocks at increasingly advantageous 
prices. If the market should reverse direction en- 
tailing higher prices, the investor may average out 
at some subsequent period when prices are lower. 
The plan works in either case. 

For purposes of illustration of the type of stocks 
suitable for “dollar averaging,” we have selected 
three—Dow Chemical, Eastman Kodak and General 
Electric, described herewith. 
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DOW CHEMICAL ; a f I 2 
: a aa Adjusted i SG “aE 
Plastics, Chemicals Price Range ~————| ---™—}— 
Poona + | a cea | ee Soe: 
| eA | TORE GSES | et ee Yee $6 | 
Long Term Debt:  $352,000,000——jLow - 18 — {--—} fy, 8 com 
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Shs. Common: 21,915,855 - $5 par fener 
Fiscal Year: May 31—__+—__— 
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ST PT Casall slits Jasaioe saltaalcauan 
1942 1943 1944 1945 1946 1947 1946 1949 1950 1951 1982 198; 1 
“Ba 5553. | 501.87 711.24 [1.48 | 1.80 2.00 | 1.65 { 1.58 |] 
125 | .25 | .25 | .25 25 334 b 33% * .53a © .80 |* 90 | * .80 | 
DOW CHEMICAL COMPANY 


BUSINESS: This is one of the fastest growing major chemical companies in 
the United States. Its front-rank position in the indusrty and its growth 
potentials admirably qualify the company’s c shares for a ‘‘dollar 
averaging” program. 

OUTLOOK: While the chemical industry has steadily broadened since the 
end of World War Il, Dow Chemical has set a fast pace. Among the 
approximately 500 chemicals in its industrial-chemical group, many old-line 
products have continued to find new markets, and as the company’s expan- 
sion program brings new plants into production, new products are being 
added to further diversify output and further strengthen its position as a 
manufacturer of basic chemicals, as well as a producer of agricultural 
chemicals, plastics, gnesi products, and fine chemicals. Dow’s 1953 
fiscal year ended May 31, was one of significant accomplishment, net sales 
setting a record at $430 million, up from $407 million in the previous year, 
and more than quadrupling 1946 sales of $101 million. Net income last year 
equaled $1.58 a share, but this was after stepping up depreciation and 
amortization charges by $29 million above the $33 million charged off in 
the 1952 period. Neither does 1953 net reflect full earning power of plants 
that came into production at various times throughout the year, a period 
in which Dow spent approximately $94 million on construction, bringing total 
outlays in the last 7 years to more than $500 million. Its 1953-54 expansion 
program provides for $75 million in additional expenditures, against which 
Dow, at the end of May, last, had cash and U.S. Government securities of 
$202.2 million. Within the last 7 years net property account has grown from 
$102.6 million to $429.1 million. In 1950, Dow common stock had a market 
range of 83% high, and 54% low. An investor starting a “dollar averaging” 
program in the issue in that year, with semi-annual purchases of approxi- 
mately $1,000 each, and continuing in each subsequent year, would now 
have, after adjustment for 3-for-1 split in 1952, and allowing for several 
2%% stock dividends, a total of 259 shares. Total average cost of these 
holdings would be $30.50 a share, compared with current price of 35, and 
representing a profit of $1,170, before giving consideration to cash divi- 
dends received over the four years. 

DIVIDENDS AND MARKET ACTION: Quarterly cash payments of 25 eents 
a share made in 1953, returning a yield of 2.8%. Current price of the stock 
compares with a high this year of 435. 


COMPARATIVE BALANCE SHEET ITEMS 
May 31 


















1943 1953 Change 
ASSETS (000 omitted) 

Re, Fossa ain coast nescedues ar neadinortcas tae ioorensarrurte $ 6,573 $ 38,410 +$ 31,837 
Marketable Securities ............. 325 164,028 + 161,703 
Receivables, Net ..................... 12,296 49,782 + 37, 
Inventories ..................00. 14,717 74,269 + 59,552 
TOTAL CURRENT ASSETS 911 26,489 -t 578 
Net Property .. 77,243 429,129 + 351,886 
Investments .. 2,772 6,430 aa 658 
Other Assets .. 3,082 6,831 + 3,749 
PRE IIE avs sisicescssapovaccssyoostvsovesssvesdeasestaad $119,008 $768,879 +$649,871 
LIABILITIES 
Notes Payable—Bamks 2.200.000.0000... $ 1,900 $100,000 +$ 98,100 
Curr. Debt Matur. .... 750 1,619 oo 869 
Accounts Payabl 5,588 20,561 + 14,973 
eS eee 1,465 24,411 + 22,946 
Tax Reserve ...... 21,395 52,413 + 31,018 
TOTAL CURRENT LIABILITIES 31,098 199,004 + 167,906 
Sete Re teee eee LS re — 163% 
Long Term Debt .....................005 12,750 249,154 + 236,404 
Minority Interest ...................... 1,202 934 “= 268 
Preferred Stock .... 6,000 30,387 + 24,387 
Common Stock .. 37,294 109,934 + 72,640 

IIB. Gaps ce cksccnns. i 29,028 179,466 + 150,438 
TOTAL LIABILITIES $119,008 $768,879 +$649,871 
WORKING CAPITAL . $ 4,813 $127,485 +$122,672 
IE REO ooccesssscnsssnsocsccossesocctesasnsosoeasees 1.3 1.6 ot 3 
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—— EASTMAN KODAK CO. EK 1 GENERAL ELECTRIC CO. GE 
+ 7 t T T F —j 
ae ws f——} = Adjusted —] Adjusted 
: == -—-—}-——T cameras, Photo Equip. |—— Price Range —| 49 — | Price Range — 
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— $6 Pfd: 61,657 - $100 par High - 53 High — 1003 — 
z J common: 17,382,681 - $10 par z ~ © oa -% 
= pivear: (Dee. 31 RS Funded Debt None 9 
= 4 ee t } TF % Shs. 28,845,827 - no par 
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amis: —H i =| == | 
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—— ae rm haa a a 
RS 0 gt — i 
a | te — it 
#: as ray a + i es 
= 5 SS ae — J 
= THOUSANDS OF SHARES = + 
- : rn = THOUSANDS OF SHARES 
— 4 [ t 
w(t Hp ; 
7 —T a1 rr 
= I i 
1982 195. 19. 1944 19485 1946 1947 1948 1949 1980 1951 1982 1953s 1042 1943 1944 1943 1946 1947 1940 | 1949 pat 1981 1982 1983 
1.58 1.77 | 1.83 | 2.61 | 2.85 | 3.46 | 4.11 [3.60 | 4.09 | 2.95 | 274 | fami | 1.56 | 1.56 | 1.76 | 1.96 | 1.49 | 3.30 | 4.29 | 4.36 .| 6.01 | 4.79 | 5.% 7 
t © 80 | 1.00 | 1.00 [71.30 | 1.40 [1.55 [1.65 P1.70 |¢1.70 [*1.80 Pi.80 | ov.|{ 1.40 | 1.40 | 1.40 [1.55 | 1.60 | 1.60 | 1.270 [2.00 | 3.80 | 2.85 fore 
3,00 
* Plus Stock Diviaend 
nies : EASTMAN KODAK COMPANY GENERAL ELECTRIC COMPANY 
wt 
Mieler BUSINESS: By any measurement, Eastman Kodak, dominant in the photo- BUSINESS: This company’s stock qualifies for “dollar averaging” on the 
graphic materials field and steadily developing as a multiple-products manu- _ basis of fulfilling the two prime requirements of (a) being a dominant factor 
h facturer in chemicals, synthetic fibers, micro-filming equipment, vitamin con- in its industry and (b) of being an outstanding growth company. G.E., of 
“4 ji centrates, and acetate dyes, is a foremost issue for inclusion in any “dollar course, is famous as largest in the field of electrical apparatus of all kinds. 
Id-line CRE SHE Gragrm. OUTLOOK: Growth of this giant company since the end of World War I! 
2xpan- OUTLOOK: New products and new markets are continuously expanding _ is indicated in many ways. The development of many new products, from 
being Eastman-Kodak’s horizons. Emphasis on research has bled the company _ electronics to atomic energy, has been characteristic, in addition to refine- 
.asa to produce new or improved cameras, films and other photographic equip- | ment and improvement of basic products, from generators to refrigerators. 
ultural ment and material and develop highly efficient manufacturing processes. An idea of the physical growth may be gained from a comparison of plant 
1953 One development, a continuous film projector for use in the fast growing valuations since 1946 when they were $123 million (after depreciation) as 
t sales TV industry, is expected to make possible clearer TV films that are more against the latest reported figure of $379 million. This does not include an 
; year, pleasing to the viewer than many live telecasts. At Tennessee Eastman Co., _ increase of $33 million in investments in subsidiaries. Net income has advanced 
t year plant, producing Chromspun yarn, with colors locked in, a pilot plant is steadily along with the broadening of the base of the company’s opera- 
n and producing samples of a new acrylic fiber as part of the country’s research _ tions, reaching $151 million in 1952 compared with $42 million in 1946. 
off in program in new synthetics. Plowing back of company earnings has provided Per share earnings rose in this period from $1.49 per share to $5.26 per 
plants new buildings, better machines, and improved manufacturing methods in share. As a result, after payment of dividends, net equity per share rose to 
period all divisions. Since 1946, $256 million has been spent for these purposes, $33.38 compared with $14.93 in 1946. The growth tendency is fundamental 
g total with an additional $40 million being budgeted for still further expansion and will follow the long-term trend of the nations’ economy, which is 
ansion and improvements during the current year. For the fifth year in succession upward. On the basis of “dollar averaging,” assuming $2,000 invested 
which net sales in 1952 recorded a new high at $575 million, and this is likely | annually in two semi-annual acquisitions in the period 1950-1953, 143 shares 
ties of to be surpassed in 1953, sales for the first 24 weeks having increased to would have been acquired by now with 45 shares in 1950 at the average 
n from $286 million from $249 million for the like period of 1952, indicating a price of about 45; 35 shares in 1951 with an average of 56; 35 shares in 
market corresponding gain in net over the $2.74 a share shown for last year. Since 1952, with an average of 63, and 28 shares in 1953, with an avearge of 
aging” 1946, Eastman-Kodak has expanded its net property account from $117 71. The total average cost would have been $56 a share, compared with a 
>proxi- million to $213 million, working capital, in the same time, growing from current price of 70, so that the total gain in the 4-year period would have 
d now $189.6 million to $262.6 million. A program of “dollar averaging” in this been approximately $2,000, or 25% on the total investment. This does not 
several issue, begun in 1950, with the investment of $1,000 semi-annually in each include dividends amounting to $12.65 per share. It will be noticed that 
F these of the years since, would have enabled an investor to now hold a total of _ the systematic ace lation of the stock over the past four years was facili- 
5, and 217 shares, including 35 received as stock dividends, at an average cost tated by acquisition in periods of market declines, enhancing the value of 
h divi- per share of $36.88, compared with current price of 4212, or a profit of _ the plan. 
219 i t t of A * i paiee cats 
ee ae rds 003 over four years, exclusive of cash  pivinenps AND MARKET ACTION: The indicated dividend for 1953 is 
5 eents : $3 a share, offering a yield of about 4.3%. The stock has reacted from its 
e stock DIVIDENDS AND MARKET ACTION: Current annual dividend of $1.80 a 1953 high of 77 to the present price of 70 against a low of 66. 
share have been maintained since 1951, returning a yield at present market 
of 4.4%. The 1953 high for the issue has been 47. COMPARATIVE BALANCE ae went 
m 
faa COMPARATIVE BALANCE SHEET ITEMS 1943 1952 Change 
— Dec. 25 Dec. 28 ASSETS (000 omitted) 
| 31,837 1943 1952 Change Cash .. $ 63,193 $ 64,940 +$ 1,747 
161,703 ASSETS (000 omitted) Marketable Securities ......000...00ccccccccceese eee 353,849 286,065 — 67,784 
486 eM rs es .. $ 31,287 $ 26,591 —$ 4,696 Receivables, Net ......... 129,477 432,269 + 302,792 
59,552 Marketable Securities 64,591 i — 13/275 Inventories ....... Sep eres 262,549 622,987 +. 360,438 
290,578 Receivables, Net ...........0000008 30,918 63,987 + 33,069 _Less: Adv. Coll. on Contracts ......... (cr)114,724  (cr)416,199 + 301,475 
351,886 Srbibastek «oo icc.s.csseccss.. 68,383 120,771 -+ 52,388 re (cr)129,197 (cr) 16,224 — 112,973 
/658 Other Current Assets 2964 + 2'964 TOTAL CURRENT ASSETS 20... 565,147 973,838 += + 408,691 
3,749 TOTAL CURRENT ASSETS 195,179 265,629  -+- 70,450 Net Property 379,154 + 325,473 
649,871 Net Property . 88,760 213,369 + 124,609 = Investments —.............-:.0e-- 160,981 + 27,493 
Investments ... 9,783 6,791 _ ber Other Asets 65,550 + 10,812 
> 98,100 Other Assets ..... Pe aetysivicd tec neeenek 7,611 “45° =— TOTAL ASSETS $1,579,523 -+$772,469 
869 TOTAL ASSETS ................ $301,333 $486,234 + s194/ ‘901 
14,973 LIABILITIES LIABILITIES 
22,946 1 1 Wea I occas css sdeccespackcoestnezeenscatee $ 38,915 $107,561 +$ 68,646 
dime | fecum peyale 8 Aeele ooo Spe RMS SRR Ree ee 8 ib wes Shaaoes | thse ae 
’ Other Current Liabilities ....... 11,687 10,013 — 1,674 Other Accruals a ECE po 24,478 — 29,090 
: TOTAL CURRENT LIABILITIES 92,750 85,745  — 7/005 TOTAL CURRENT LIABILITIES . 369.118 575.135 = -+206,017 
236,404 Waseiies Ce cn 24,818 — 24.818 Other Liabilities .......................... 28,278 0,335 + 42,057 
oni ype ASPET REED i 6,166 6,166 : eae) ane TT aaeaananeewienamaseaaente aaa Rf — 12,390 
72,640 Common Stock . -— a iS 155,809 692.594 536,785 
150/438 AT Se ll ee 78,559 220,461 + 141,902 NE Setesineyocrsenstissxenca sire + ‘ 
649/871 TOTAL LIABILITIES $301,333 $486,234 +$184,901 TOTAL LIABILITIES ........... ... $807,054 $1,579,523 +$772,469 
122, 672 WORKING CAPITAL ..................05005 $102,429 $179,884 +$ 77,455 WORKING CAPITAL . .. $196,029 $398,703 +$202,674 
RIIRPRIN TE UIENGN cn oscivce canes ccsusescescenvecrsciseaccsqeer 2.1 3.1 + 1.0 CURRENT RATIO .... 1.5 LB i + a 
REET OCTOBER 3, 1953 25 

















By STANLEY DEVLIN 


3 no other basic in- 
dustry have manufacturing 
facilities been so conserva- 
tively appraised as in steel. 
Modern, strategically situ- 





—=—l ated plants and vast nat- 
Z- ural resources as well as 
a experienced management 


are valued in the open 
market at a fraction of 
their reproduction cost. Although this tendency 
toward undervaluation is by no means unique in 
today’s financial markets, it appears to have been 
carried to an extreme among representative steel 
makers. Any discussion of the prospects for United 
States Steel Corporation should lay stress on this 
fact. 

As the world’s largest factor in its industry and 
one of the outstanding domestic industrial organi- 
zations, “Big Steel” has won and maintained a pre- 
eminent position as producer of essential raw mate- 
rials, as a creator of wealth, as an employer of labor 
and as the source of vital supplies for national de- 
fense. For more than half a century the corporation 
has symbolized “big business’ both as a producer and 
as an employer. In the last dozen years or so the 
management has set an example in labor relation- 
ships that has proved effective in raising the in- 
dustry’s prestige. 

Now as a significant change looms in economic 


ZZ 
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trends, as the stresses of international tensions abate, 
it seems worthwhile to examine this corporation’s 
affairs again and endeavor to appraise the outlook 
for its stock. We need to review not only current 
business conditions, especially prospective demand 
and supply factors, but financial aspects as they may 
be influenced by taxes and by working capital re- 
quirements. It will be important also to examine 
physical assets to gain an insight into the corpora- 
tion’s potential ability to meet keener competitive 
conditions and to assure itself of adequate raw mate- 
rials in the years to come. In this connection, atten- 
tion will be directed to evaluations of plants and of 
underground resources so essential to a concern in 
this industry. Factors affecting profit margins also 
will be discussed. Supporting these observations are 
detailed statistical compilations. 


Important Factors to Consider 


Judging from market behavior of typical steel 
stocks, the public has been influenced chiefly by the 
prospective outlook for steel consumption. No one 
appears to believe that demand can be maintained 
at anything like the rate established this year. All 
logic supports the view that industrial requirements 
will be smaller in the months to come. Output in the 
first six months this year approximated 58 million 
tons of steel ingots—and in spite of this record pro- 
duction many users were compelled to pay premiums 
for conversion steel. Demand has slackened in recent 
weeks, but all indications point to maintenance of a 
relatively high level of operations well into the 
winter. Inventories have been replenished and the 
need for urgency in shipments has abated. Hence, it 
would be reasonable to expect a gradual curtailment 
in output. 

As is always the case, in a recession, competition 
increases and producers commence to offer conces- 
sions to obtain orders. Investors assume that such 
conditions are likely to prevail in the steel industry 
and that profit margins may suffer. This reasoning 
accounts for the cautious appraisal of steel shares. 
Industrial authorities readily admit that such a 
prospect is to be expected, but as a matter of fact 
investors have been preparing for such conditions 
for more than two years and on previous occasions 
labor troubles intervened to curtail output and to 
prevent creation of excessive inventories that might 
threaten the price structure. 

Whether or not the anticipated scramble for 
business next year brings about price-cutting and 
lower profits remains to be seen. It may be observed, 
however, in considering this point that the large, 
integrated steel makers are well prepared to meet 
such a situation. Margins have been bolstered in re- 
cent years and production facilities have been 
modernized to gain greater manufacturing efficiency. 
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Diversified producers are well situated, moreover, 
to suspend production in high cost mills. The elimi- 
nation of overtime is another development that 
would bring down costs. In the case of U. S. Steel, 
it may be noted that the large old-fashioned No. 3 
open hearth furnace plant at Homestead was per- 
manently closed down earlier in the year because 
of structural defects, and this move reduced output 
by a million tons annually. Other high cost facilities 
could be dropped. 

Most investors probably are aware of steps taken 
by U. S. Steel to prepare for keener competition that 
would necessitate emphasis on cost reduction. The 
corporation has been engaged for a couple of years 
in construction of a huge new plant known as the 
Fairless Works at Morrisville, Pa., where equipment 
of the latest design is being installed. The new facili- 
ties are scheduled to be completed in the next few 
months and, as soon as adjustments under actual 
operating conditions are completed, it is believed 
that costs can be lowered to as satisfactory a level 
as anywhere in the country. 

Within a few months also ore supplies are sched- 
uled to begin arriving from the corporation’s exten- 
sive Venezuelan reserves, which have been under 
development for several years. Arrangements are 
being made for receiving iron ore shipments at 
docks along the Delaware River adjacent to the new 
Fairless Works. Completion of the Venezuelan proj- 
ect appears to have assured an unlimited supply of 
essential materials for years to come and to have 
removed anxieties over the adequacy of future sup- 
plies in the Mesabi Range. 


Increase in Facilities 


In enlarging and strengthening its productive fa- 
cilities, U. S. Steel has spent hundreds of millions 
of dollars in recent years. In the last 12 years, cover- 
ing the war period and the post-war boom, the cor- 
poration ploughed back into the business $2,265 
million. Most of the vast sum was appropriated for 
improvement and modernization of facilities. This 
program was pursued in the face of high taxes and 
rising labor costs and was made 
possible partly by provisions for 
accelerated amortization and 
partly by adoption of a conserva- 
tive dividend policy which re- —— 
sulted in distribution of a com- ——— 
paratively low proportion of net | 
income. 

Working capital requirements 
have been strained to maintain a 
record high rate of production and 
to keep pace with ever increasing 
construction costs. Thus the ques- 
tion has been raised as to whether 
the corporation might need to un- 
dertake new financing to replen- 
ish its capital. Management has 
insisted that such a step would 
not be necessary in the immediate 
future. Cash flow should prove 
adequate with the benefit of accel- 
erated amortization. Additional 
relief is anticipated upon expira- 
tion of the excess profits tax at 
the end of this year. 

Working capital had declined 
by June 30 to about $303 million, 





Funded 


1942 1943 1944 


OCTOBER 3, 1953 


1945 1946 1947 1948 











Comparative Balance Sheet Items 











December 31 

1943 1952 Change 
ASSETS (000 omitted) 
Cash Puaness ceceececeeee $ 198,441 $ 215,859 4+$ 17,418 
Marketable Securities 176,988 106,441 — 70,547 
Receivables, Net ....... 157,414 263,655 -+- 106,241 
Inventories ... ; 334,446 424,752 -+- 90,306 
TOTAL CURRENT ASSETS ...... 867,289 1,010,707 -+ 143,418 _ 
Net Property ......... 1,010,917 1,851,573 — 840,656 ( #e- 
Fund for Capital Expendit. . 135,000 27,000 — 108,000 
Invest. & Receiv. .......000..0...... 33,548 21,052 — 12,491 |f 
Other Assets Peden aR eae 59,308 78,102 -+ 18,794 
TOTAL ASSETS $2,106,062 $2,988,434 -+-$882,372 
LIABILITIES 
Current Accounts & Payrolls....$ 140,665 $ 380,126 -+$239,461 
Accrued Taxes ..........:....0000... 183,310 275,040 + 91,730 
Other Accruals ; 23,972 28,986 + 5,014 
TOTAL CURRENT LIABILITIES 347,947 684,152 -+- 336,205 
Other Liabilities . 18,232 — 18,232 
Reserves 182,829 107,158 — 75,671 
Long Term Debt . 128,994 61,007 — 67,987 
Preferred Stock 360,281 360,281 
Common Stock .... 652,744 870,325 -+ 217,581 
Surplus . 415,035 905,511 + 490,476 


TOTAL LIABILITIES _. $2,106,062 $2,988,434 $882,372 
WORKING CAPITAL $ 519,342 $ 326,555 —$192,787 
CURRENT RATIO 2.5 “a = 























or less than 10 per cent of estimated sales volume, 
a comparatively low ratio for this major producer. 
Depreciation and amortization accruals might reach 
almost $250 million, however, it is estimated, and 
retained earnings should amount to $100 million or 
more. Presumably capital expenditures in 1954 
should decline substantially from a figure of per- 
haps $350 million for this year and accelerated 
amortization accruals logically should continue to 
rise, thereby easing the strain in the coming twelve 
months. If borrowing should be necessary, however, 
no serious problem should be encountered, for inter- 
est charges in 1952 of less than $1.9 million repre- 
sented only a few cents a share on the common capi- 
talization and long term debt represents something 
like 3 per cent of invested capital. 
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If additional funds should be required, it is doubt- 
ful that common stock would be issued at this time. 
In fact, management probably would be loath to 
finance with convertible debentures, for to do so 
would mean setting a conversion price well below 
what is considered a reasonable equity value. To 
illustrate the management’s idea of asset values be- 
hind the shares it is only necessary to point out a 
paragraph from the 1952 annual report to stock- 
holders. This comment, which directs attention to 
the undervaluation of productive facilities, cites the 
wide divergence between today’s reproduction costs 
and market appraisal. It says in part: 

“The public’s appraisal of the income that steel 
producing companies are permitted to earn under 
existing tax laws and various control regulations 
finds expression in the securities markets. The five 
largest steel producers have a combined annual 
capacity of approximately 76 million net tons of 
ingots. The combined market value of their common 
stocks at the close of 1952 was approximately $32 
per ton of ingot capacity. The value of their com- 
bined preferred stocks and bonded debt was ap- 
proximately $19 per ton. Recent experience in the 
industry shows that it now costs over $300 per ton 
of ingot capacity to build a steel mill, equip it with 
finishing facilities and provide raw material sources 
such as those now owned by these five companies. If 
there is deducted from this cost the fixed income 
portion representing the market value of currently 
outstanding preferred stocks and bonded debt, then 
there remains a venture amount which is approxi- 
mately nine times the common stock market value 
of $32 per ton. Put in another way, an investor can 
buy in the security market a ton of existing steel 


capacity for about one-ninth the cost of building a 
ton of new steel capacity.” (U.S. Steel was valued 
December 31, 1952 at about $42 a share). 


The investing public’s almost complete dis- 
regard of values reinvested in the business, not to 
mention the modest appraisal of a going concern 
equipped with experienced management, is one of 
the strange aspects of today’s markets. Instead, in- 
vestors are following teachings of experience and 
“viewing with alarm” the outlook for lower earnings 
—seemingly making no allowance for the fact that 
boom earnings had been unusually conservatively 
appraised on this occasion. 


Whether or not reduced demand for steel, in the 
face of rigid production costs, will bring down earn- 
ings so severely as pessimists fear remains to be 
seen. Seemingly little provision is being made for 
benefits of tax relief. It is taken for granted that no 
further extension of the excess profits tax will be 
authorized. Hence, it would seem fair to count on 
elimination of this levy. The burden of this tax 
amounted to $1.45 a share in the first six months 
and may approximate $2.75 a share for the year. Net 
for the first six months reached $3.54 a share. For 
the full year results may approximate $7 a share, 
compared with $4.54 in 1952 and with $6.10 in 1951. 
A considerable decline in operations could be experi- 
enced next year without reducing net profit below 
the 1952 level, assuming elimination of EPT. 


How much could U.S. Steel be expected to earn 
under semi-depressed competitive conditions? All 
sorts of estimates could be made, but the most pessi- 
mistic, it seems to the writer, would scarcely fail to 
show the current $3 annual dividend rate covered 
by a reasonable margin. Some authorities feel that 
operations might decline to 85 per cent of capacity 
before imposing a serious strain on margins. Econ- 
omies could be obtained through elimination of over- 
time in many phases and through closing down of 
obsolete mills. Assuming that it would be unneces- 
sary to reduce prices importantly, overall earnings 
might be sustained unless the operating rate dropped 
much under 85 per cent. 


Many steel producers must be less fully prepared 
to meet keener competitive conditons than U.S. Steel. 
The new Fairless Works, which should begin to show 
the benefits of economical operations early in 1954, 
promises to place the (Please turn to page 44) 
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Percent 
Sales & Operating Income Net Net Net Div. Earned on 
Revenues Income Operating Taxes Income Profit Per Per Invested Price Range 
— Millions) Margin — {Millions} Margin Share Share Capital High Low 
1953 (First 6 months)..........0..000.0000. $1,920.1 $330.6 17.2% $187.0 $105.0 5.4% $3.54 $2051 nu: 441-355" 
MPM xt y cis choke ssetees<encsastuyaronavsbeuneeccdceces 3,131.7 256.7 8.2 136.3 143.6 4.5 4.54 3.00 6.7%  42%2-37% 
WII ss cosa suass coh nsier <Sashabocnsebueesrsoubastes tye 3,509.6 577.2 16.5 407.1 184.3 5.2 6.10 3.00 8.8 4734-3758 
MND escsss sevtas Sates Sasenvkbamncs eRe TRG 2,947.3 445.1 15.1 239.1 215.4 7.3 7.29 3.45 10.6 4258-2554 
| eee 2,293.2 282.5 12.3 129.4 165.9 7.2 5.39 2.25 8.6 2658-2014 
URI aoc Loses sihasap vpatassxactgaxsnnen sasoarees 2,473.7 231.4 9.3 112.6 129.6 5.2 4.00 1.66 7.0 29%e-2212 
Oeste arr eoieernareamens banter ate 2,116.5 213.8 10.1 93.7 127.0 6.0 3.90 1.66 8.4 2658-2012 
1946 1,485.6 85.6 5.7 32.6 88.6 5.9 2.41 1.33 6.0 3256-2154 
1945 . 1,740.4 84.0 4.8 30.2 58.0 3.3 1.25 1.33 4.0 2842-1912 
ID a sihago cactus cmiccs cease tannaben tavpansdadjauys 2,082.0 153.2 7.3 66.1 60.7 2.9 1.36 1.33 4.2 21%4-1634 
7783 ....... 1,973.1 183.6 9.3 90.0 63.4 3.2 1.43 1.33 4.4 1934-1534 
10 Year Average 1943-1952................ 2,375.3 $251.3 9.8% $133.7 $123.6 5.0% $3.76 $2.03 6.8%  4734-15% 
1—To Sept. 10, 1953. 240 Sept. 8, 1953. 
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To Competition in Metals 


By JOHN D. C. WELDON 


= major factors are at work in the copper 
industry. One is of current importance and relates 
essentially to questions such as prices, production, 
consumption, Government stockpiling, and foreign 
imports. The other has a longer-term aspect and 
relates to the effect of competition, especially be- 
tween the red metal and aluminum. Each of these 
factors will be discussed at length in this article. 

With respect to prices, the pillars supporting cur- 
rent copper quotations, both domestic and foreign, 
appear a bit wobbly. The essential reason for it is a 
more abundant world supply of the metal. Heavy 
domestic production is being augmented by ship- 
ments from the Belgian Congo, Northern Rhodesia 
and other overseas sources as well as from South 
America, although Chile has held back some of her 
production. 

Our South American neighbor had an idea that 
she could get 3614 cents a pound for her copper out- 
put while other foreign producers were laying down 
copper at our docksides for about the same price 
that domestic producers have been getting for their 
output. Now, Chile has about a 95,000-ton surplus 
which she is anxious to convert into something else 
—preferably United States dollars—but appears wil! 
ing to sell to anyone who will buy. To this end, it 1s 
announced that President Carlos Ibanez, early last 
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As Copper Adjusts 
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month, signed a 


decree permit- 
ting the export 
of strategic ma- 
terials to any 
port in the 
world, including 
those of the Iron 
Curtain countries. Chile’s attitude is that since a Ko- 
rean truce has been signed, it is no longer necessary 
to maintain restrictions injurious to Chilean inter- 
ests. Inasmuch as copper is Chile’s principal export 
product, that attitude is understandable but in some 
quarters the decree is regarded as an instrument for 
putting pressure on United States Government agen- 
cies to make a deal. 


The Price Outlook 


When Chile gets out from under its copper surplus 
predicament, she will most likely be willing to go 
along with the rest of the world and sell her pro- 
duction at going prices. At current rate of output 
this means that she would have about 35,000 tons of 
copper monthly to sell in world markets. Under 
these conditions, how long can copper continue to 
sell within its present price range of 29-30 cents a 
pound? Up to the present time, the market has been 
fairly steady. It will be recalled that immediately 
following the abolition in the Spring of 1953 of OPS 
controls there developed a multiple-level market 
wherein the leading producers quoted copper at any- 
where from 2714 to 32 cents a pound. Commenting 
on the situation at that time, we said: (The Maga- 
zine of Wall Street, April 4, 1953, issue) “That these 
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variations exists indicates price confusion at the 
moment, but prospects are that domestic metal will 
find its level, possibly at the 30 cents mark and hold 
there for a while, at least.” 

The accuracy of this judgment has been proved 
by the behavior of the copper market since then. 
There is a growing belief, however, that these prices 
will not hold through the final quarter of the year, 
while the more pessimistic hold to the opinion that 
1954 may see the price of copper easing off to around 
the old OPS 2414 cents a pound level. It would be 
folly to say that such a decline will not or could not 
take place. A flood of foreign copper into the country 
could prove a weight on prices, but, under existing 
regulations, an import duty of two cents a pound 
would go into effect within 30 days after copper sells 
at an average price of 24 cents. Should copper, by 
any chance, sink to that level, the imposition of the 
import duty would unquestionably have a stabilizing 
effect on the domestic copper market. 

Increased domestic supplies are likely to help in 
reducing prices from current levels. The Greater 
Butte project of Anaconda is now in production and 
is estimated to be capable of producing 60 million 
pounds of copper this year and 90 million pounds in 
1954. The company’s Yerington property in Nevada 
is scheduled to be in production before the end of 
this year and by next should be able to step output 
up to 60 million pounds annually. It is expected that 
other new sources that will be in production in 1954 
are Kennecott’s Deep Ruth mine, American Smelt- 
ing & Refining’s Silver Bell, and Copper Range’s 
White Pine mine, these three properties having a 
combined annual capacity of approximately 143 mil- 
lion pounds. Some time next year, Phelps Dodge 
hopes to start taking copper from its East Bisbee 
property at the rate of about 76 million pounds 
annually. All of this scheduled production, however, 
will not reach the market if the price of copper 
should fall under 2514 cents a pound in some cases 
and 22 cents a pound in others. 

When it appeared that the country was facing a 
crisis brought on by the Korean war, and when cop- 
per was scarce, the Government entered into a cov- 
enant whereby it agreed to take from Anaconda’s 
Yerington mine 256 million pounds of copper over 
the first six years of production at a price of 2514 
cents a pound. Under a similar agreement, the White 
Pine mine of Copper Range will be able to sell the 
Government 487.5 million pounds of the first 550 
million pounds mined also at 2514 cents a pound. 
Phelps Dodge, under its agreement can tender the 
Government 225 million pounds of the first 300 mil- 
lion pounds of copper taken from its East Bisbee 
property at a price of 22 cents a pound, and Ameri- 
can Smelting’s Silver Bell output to the extent of 
1,770,000 pounds over the first 514 years may be ten- 
dered the Government at 2414 cents a pound. 


Copper vs. Aluminum 


A lower price for copper, however, would not be 
an unmitigated evil for the domestic copper pro- 
ducers and the copper fabricators. Scarcity of the 
metal at the height of the Korean war forced more 
copper processors into using aluminum and were 
helped along in that direction by proddings from 
mobilization officials that aluminum be substituted 
for copper. The trend to the white metal, however, 
got under way during World War II when there 
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was a dearth of the red metal and electrical equip- 
ment manufacturers were forced to turn to aluminum 
with good results. 

The Bell Telephone System, after a series of ex- 
periments, is now using aluminum cable at various 
points linking subscribers to central stations. Elec- 
trical manufacturers have adopted the white metal 
in place of copper for many purposes. For example, 
General Electric is using aluminum in a big way in 
many of its products—as windings for colossal tur- 
bine generators and fractional horsepower motors 
down to bases for electric light bulbs. As far back 
as 1951, GE, through the use of aluminum and other 
metals as substitutes for copper cut its consumption 
of the latter metal by about 10 million pounds. Sub- 
stitution in 1952 is estimated to have reduced its cop- 
per use by approximately 12 million pounds. 

In the building materials field, both plastic and 
aluminum screening is competing with copper. The 
red metal was long regarded as standard material 
for such items as drainage gutters, drain pipe, flash- 
ing and sheathing. Now all of these are being made 
of aluminum in increasing quantities, offering grow- 
ing competition to copper. The trend toward the use 
of aluminum is likely to widen, especially if the cop- 
per industry attempts to hold prices at a level crea- 
ting too great a price differential in favor of the 
white metal. 

Of immediate importance is the outlook for the 
copper producers during the final months of this 
year and the early months of 1954. Since the begin- 
ning of July last, demand for copper has been on the 
light side, relatively. A good many domestic consum- 
ers are buying solely to fill near-term needs, appar- 
ently believing that the price of the metal may re- 
cede from its present level, especially if a deal with 
Chile for its copper surplus to consummated and the 
Government decides to place its purchase on the 
domestic market. As to this, however, there is a 
difference of opinion. It would be logical for the 
Government to put the metal in its stockpile. 


The Situation in Anaconda 


In any event, there appears to be little likelihood 
of domestic copper prices taking an immediate 
tumble to the 2414 cent level. Careful scrutiny of the 
situation, does not disclose any reason for taking a 
too pessimistic view of things although Anaconda 
Copper, with its large Chilean interests could be 
affected by developments in that country from which 
it is presently deriving about 70 per cent of total 
mine production. In this connection, it is more than 
price that the U. S. Government is considering in 
its negotiations with Chile. It is understood that 
conversations with our South American neighbor 
involve the suggestion that Chile agree to offer her 
copper to us in the future at realistic prices, fore- 
going any attempt to exact a premium at any time. 
There has also been a hint that we would like to have 
a provision inserted in the agreement that should 
Chile get the idea of nationalizing her copper mines 
she should defer such action for at least two years. 
Anaconda has a big stake in that country. Only last 
year it expended better than $28 million to bring 
total expenditures to $110 million to open up a new 
sulphide ore body and construct a new sulphide 
plant, the first section of which began producing 
blister copper last November and which is scheduled 
to be in full operation some time during the current 
quarter. 
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Simultaneously with developments there, Ana- 
conda has been expanding operations at home. Its 
Greater Butte Project began operating in April of 
last year and is currently producing about 12,000 
tons of ore daily, and the open-pit Yerington mine 
is expected to get into initial production before 1953 
is out. 

The company, sometime ago became alert to the 
competition that was then developing from aluminum 
manufacturers and proceded to plan entry into that 
field. It is now in the course of constructing,, through 
Anaconda Aluminum Co., a subsidiary, a 50,000-ton 
per annum aluminum plant at Columbia Falls, Mon- 
tana, at a cost of $45 million. If construction sched- 
ules are maintained the first aluminum from these 
new facilities should be turned out sometime in 1954. 

Although the company has benefited from higher 
copper prices in effect since around the first of 
March of this year, earnings have been impaired to 
some extent by the weakness of zinc and lead prices, 
net for the six months to June 30, of $2.01 a share, 
before mine depletion and exclusive of Anaconda 
Wire & Cable’s undistributed earnings, compares 
on the same basis, with $2.19 a share in the first 
1952 half. On the strength of this showing and esti- 
mating final half-year earnings, it is unlikely that 
Anaconda will match 1952 net of $4.61 a share. In 
all probability the current quarterly dividend of 75 
cents a share will be maintained, but whether the 
1952 extra payment of 50 cents a share at year-end 
will be duplicated will most likely depend upon how 
directors view the 1954 outlook which will be coupled 
with the need for expansion funds. 


Kennecott Copper 


In contrast, Kennecott Copper, the nation’s larg- 
est and one of the lowest-cost copper producers, 
closed the first half-year of 1953 with net income, 
before depletion, increasing to $4.18 a share from 
$3.76 for the corresponding months of 1952. And like 
Anaconda, Kennecott has a stake in Chile but not to 
such a great extent. Its properties there account for 
about 30 per cent of its total copper production, the 
70 per cent produced from domestic mines repre- 
senting approximately 46 per cent of total primary 
production in the United States as reported by the 
Copper Institute. Kennecott, however, is also the 
second largest gold and the third largest producer 
of silver in this country. By early 1954, it is sched- 


uled to begin producing gold ore at a 75,000-ton 
monthly rate from its Virginia mine in the Orange 
Free State of South Africa, from which it should be 
able to profitably recover small amounts of uranium 
as a by-product of the gold milling process. 

In addition, Kennecott is already well into the 
field of titanium treatment. The Quebec Iron & Ti- 
tanium, two-thirds owned by Kennecott, owns the 
largest known and one of the highest grade iron- 
titanium deposits in the world. The ore, having a 
metallic content of about 40 per cent iron and 20 
per cent titanium, is available through the open pit 
method of mining. Iron and steel derived through 
treatment of the ore are sold to the steel industry, and 
titanium slag sold for use in the production of ti- 
tanium oxide for the manufacture of paints, textiles, 
white rubber, paper and ceramics. 

Research on methods of producing titanium metal 
are going forward looking toward efficient and eco- 
nomical method of producing the metal and its fabri- 
cation, machining and alloying. 

Kennecott, of course, continues to be looked upon 
mainly as a copper producer, and through its sub- 
sidiaries, the Chase Brass & Copper Co., and the 
Kennecott Wire & Cable Co., as a copper fabricator, 
but its diversifications add to its long-range poten- 
tials. Earnings in the current year should be more 
than ample to assure continuance of the present $6.00 
a share annual dividend rate through 1953 and into 
the coming year. 


Phelps Dodge 


Phelps Dodge, the third of the front-rank copper 
producers, is solely a domestic producer, except for 
a comparatively small copper mine in Mexico. Its 
principal properties, all located in Arizona, are op- 
erated by open pit methods, output from which will 
be augmented before the end of 1954 when the Lav- 
ender Pit—the East Bisbee orebody—also an open pit 
mine, goes into production. By 1955, Phelps Dodge 
should have capacity output of close to 500 million 
pounds which could be further increased if current 
work to develop a low-grade orebody, which can be 
mined by open pit methods, at the Burro Mountain, 
New Mexico, property, is successful. 

Reflecting better copper prices through a good 
part of the first half-year, and a high rate of opera- 
tions for its various manufacturing divisions, Phelps 
Dodge net income, before (Please turn to page 48) 












































Statistical Data on Leading Copper Companies 
y —————- Net Sales —_———-- —-—— Operating Margin — ———Neet Per Share - Price Range 

Ist Half 1952 1950 to Datet Recent 

1950 195} 1952 1950 1951 1952 1950 1951 1952 1953 Dividend High Low Price 

American Metal Co., Ltd. $368.0 $419.1 $452.6 2.6% 3.1% 1.4% $2.97 $3.85 $3.40 $1.15 $1.50! 32%-14%2 20 
American Smeltg. & Ref. 489.7 530.8 476.2 12.9 14.1 11.5 7.46 6.89 5.35 1.37 3.00 53 -25 29 
Anaconda Copper Min. 422.9 459.5 478.1 19.6 20.6 13.8 5.38 5.79 4.61 2.01 3.50 5554-277 32 
Calumet & Hecla .... 46.9 44.5 50.8 16.1 13.0 8.1 1.86 1.18 89 96 60 11%- 4 7 
Cerro de Pasco Copper 34.7 60.1 53.4 24.0 37.7 24.4 3.53 11.70 5.86 66 2.00! 5834-173 22 
Granby Consol. Mining 5.4 7.7 9.3 (d) 1.9 5.1 8.9 43 .83 62 d 50 10%- 62 8 
Howe Sound ... ‘ 23.6 31.4 28.4 158 23.2 16.4 1.76 2.98 1.70 34 1.30 295-11 11 
Hud. Bay Min. & Smelt. 42.5 53.0 51.1 46.6 49.3 43.5 5.53 6.42 5.37 2.20 5.00 6634-3514 41 
Inspiration Consol. Cop. 17.5 19.1 20.8 30.1 35.7 33.1 3.34 3.63 3.69 1.99 2.75 2958-1278 21 
Kennecott Copper 396.8 451.1 471.5 36.4 38.2 33.5 8.15 8.44 7.9% 4.19 6.00 921-4914 62 
Magma Copper 13.9 11.9 10.7. 18.8 16.4 8.3 3.15 3.07 34 2.53 42%2-15 23 
Miami Copper ................ 20.2 24.3 25.5 20.8 30.0 26.2 2.21 4.13 3.54 2.53 2.00 29%-13 20 
Phelps Dodge ................ 224.5 158.1 262.9 30.8 34.0 24.4 3.95 4.23 3.45 1.86 3.00 411%-22'% 31 
U.S. Smelt., Ref. & Min. 34.0 39.6 42.0 5.6 10.8 9.2 16 3.76 4.63 (d) 2.67 2.00 8712-33% 43 

+—To Sept. 2, 1953. (d)—Deficit. 1_Plus stock. 
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Colgate-Palmolive 
Procter & Gamble 


By J. C. CLIFFORD 


JI t may come as a surprise to many that soap 
is as much an essential material in a number of in- 
dustrial processes as it is in the bath, the dish basin 
and the wash tub, and other household applications. 
Equally surprising, perhaps, is that although soap, 
into which went oils and fats got its start as recently 
as circa 1823, scientists have puzzled ever since 
over its cleansing property. 

The commonest assumption is that soap in action 
picks up grease and grime, lubricating the dirt par- 
ticles, emulsifies oils and greases, separating them 
from the dirt and floating them away. Working 
principally on this theory, chemists have resorted 
to newer unconventional materials—by-passing the 
fats and tallows—for constructing or synthesizing 
soap-like products having greater versatility than 
conventional soaps and which, in many cases, have a 
greater effectiveness, especially in hard-water. These 
are the synthetic detergents, incorporating advan- 
tages not found in soap, such as freedom from scum 
or sediment in the hardest water, and have neither 
an alkaline nor acid reaction. In household use, they 
have special advantages in the washing of glassware 
and dishes which, when allowed to dry without wip- 
ing, are sparkling clean and free from dull soap film. 
The unusua! properties of synthetic detergents make 
them widely used in shampoos and dentrifices, or for 
washing fine fabrics and heavy rugs, blankets and 
upholstery. 


Use of Detergents 


The use of synthetic detergents in industry is even 
more extensive and the method of manufacturing 
these cleansing agents allow for the production of 
various types to meet various needs. For example, in 
most cases, laundering of wearing apparel requires 
a detergent that will remove and suspend dirt in 
which oil and grease are embedded. In textile scour- 
ing operations the problem is reversed. The dirt is 
generally suspended in the oil or fat and it is these 
deposits that must be removed. Synthetic detergents 
have been made to meet this need. 

At the Oak Ridge Laboratory of the Atomic En- 
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ergy Commission it was found that some synthetic 
detergents were particularly effective for the diffi- 
cult job of removing radioactive particles from con- 
taminated surfaces. This experience suggests ex- 
panding use of such cleaning agents in all industries, 
especially milk plants, food handling and processing 
plants, pharmaceutical plants, where the removal 
of harmful bacteria, as well as dirt, is essential. 
Wherever there is a surface to be cleaned and 
washed, there is an existing or possible application 
for synthetic detergents. In short, synthetic deter- 
gents fill an essential need because they are versatile 
and may be produced to meet the requirements of 
particular cleaning and washing jobs. 


Production Outlook 


It is not to be wondered at then that confident pre- 
dictions are being made that the use of these deter- 
gents will continue to increase. Within the last few 
years there has been a virtual revolution in the use 
of detergents in the United States. Between 1940 
and 1950, consumption of synthetic detergents in- 
creased nearly 24-fold, from 70 million to 1,600 mil- 
lion pounds. On this basis, conservative estimates 
placed possible production at 2,000 million pounds by 
1955. Indications are that synthetic detergent manu- 
facturing is two years ahead of this schedule. In 
the first half of 1953, according to the Association 
of American Soap & Glycerine Manufacturers which 
represents 80% of the soap indusiry, production 
was in excess of 902 million pounds. Output for the 
full year is likely to cross the 2,000 million pound 
mark. Although part of this increase has been at the 
expense of conventional soaps, first 1953 half-year 
production of that commodity exceeded 789 million 
pounds, and is expected to increase from year to 
year, getting an important share of the detergent 
market. 

The development of methods for producing raw 
materials for synthetic detergents has broadened the 
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operations base of soap manufacturers and reduces 
their dependability on natural fats and vegetable 
oils, supplies of which were always jeopardized in 
times of war or other extraordinary disturbances, 
Prices for these ingredients, under such conditions, 
would undergo wild swings. For instance, at the ena 
of 1949, the soap makers were buying fancy tallow 
at 614¢ a pound and coconut oil at 1314¢. When 
Korea was invaded, prices zoomed. Tallow shot up 
to 1814¢ and coconut oil to 2134¢ a pound. By March, 
1952, the price of tallow had fallen to 6¢ a pound, 
and coconut oil was selling for 834¢ a pound. These 
gyrations forced most ot the soap makers to write 
down inventories with, in some instances, 3ubstantial 
loss. In comparison, supplies of ingredients going 
into synthetic detergents are relatively stable. 

In order to meet the demand tor synthetic deter- 
gents, both Colgate-Palmolive and Procter & Gamble 
which along with Lever Bros., the British-owned 
company, are the “big 3” of the detergent makers, 
are devoting a considerable portion of their research 
and engineering program to further improvements 
in the detergent field. Colgate-Palmolive’s principal 
capital expenditures in 1952 went for additional 


facilities for the manufacture of synthetic deter- 
gents. These included a new plant at Kansas City, 
and a new research pilot plant at the Jersey City 
Works. 


Procter & Gamble 


It is just about a year ago that Procter & Gamble 
dedicated its new Miami Valley laboratory the 
facilities of which are being devoted to long range 
research projects in both soap and synthetic deter- 
gents, as well as shortenings and toiletries. P&G, to 
meet the urgent need for additional plant capacity 
both at home and abroad, has made substantial in- 
vestments in new plants. Within the past five years 
such investments have averaged more than $25 mil- 
lion annually, the cost of which has been financed 
from company earnings with the exception of the 
new chemical pulp plant that is being financed by a 
$30 million loan made in the early part of 1952. This 
new chemical pulp plant should prove an important 
addition. Its output will supplement that of the 
Memphis plant producing chemical pulp from cotton 
linters to furnish a (Please turn to page 000) 




















































































Scaselamemebenneibetinnahiinhecetietaae 
Comparative Data—Colgate Palmolive Peet and Proctor & Gamble 
Colgate-Palmolive-Peet* Proctor &Gambie  Colgate-Palmolive-Peet* Proctor & Gamble Colgate-Palmolive-Peet* Proctor & Gamble 
December 31, June 30, December 31, June 30, 
1943 1943 1952 1953 one 
ASSETS (000 omitted) 
RMR ag ate Deir Saute Mace ena a $ 15,291 $ 15,505 $ 36,288 $ 40,501 +$ 20,997 +$ 5,492 
Marketable Securities ..0.......0...0.0000000.... 10,563 21,295 7,790 19,472 — 2,773 — 1,823 
Receivables, Net ..........0......0..0cccccee 10,350 12,282 14,185 33,609 + 3,835 + 21,327 
Re ne ee Be ge a Re 27,667 54,129 33,075 124,226 + 5,408 + 70,097 
TOTAL CURRENT ASSETS..........00.0000000000... 63,871 103,211 91,338 217,808 + 27,467 + 114,597 
Ue PUR ROEMMERN osc os dcceeccsivesee cs syteste\tanueceeneene 17,740 59,420 52,971 205,493 + 35,231 -+ 146,073 
SEINE 2) 222. ocrs Fics horn cea te cadence 3,848 8,870 12,424 15,356 + 8,576 + 6,486 
NNN REMIND 2620 oe Zea eosnie esd cesen cde 812 1,502 3,404 5,138 + 2,592 + 3,636 
RRR TMD 202s oesc 2s Webivcsteredecicasintuaes $ 86,271 $173,003 $160,137 $443,795 +$ 73,866 +-$270,792 
LIABILITIES 
Notes & Bank Loans Payable ............ $ 600 $  —————— $ 4,187 —$ 600 +$ 3,837 
Accounts Payable... 3,116 7,230 $ 8,510 59,177 + 5,394 + 51,947 
PaRRMNEM ad ig vac Uaryheauee ck eds 1,507 3,182 4,284 ne + 2,777 Re eee on 
OS OI 0 ocd, vn nkasilvavedeveosicccccessieces 9,513 3,447 086 10,308 — 9,427 + 6,861 
Other Current Liabilities ...................... 748 sitaeaeaees 2,616 serene | ners rs. 
TOTAL CURRENT LIABILITIES ................ 15,484 14,209 15,496 73,672 + 012 + 59,463 
Oe CRUG iin s cc ccccsscciccsesscosesesenace 5,311 a ae eee 
Reserves ................. is Sa Se CSS teres 9,826 3,711 428 6,119 — 9,398 + 2,408 
EERIE CS OSs Gc tt ieee) (Se Rea 35,000 30,500 + 35,000 + 30,500 
Preferred Stock ...............cccccccccccsccscessees 12,500 10,697 12,500 2,250 Be — 8,447 
MCGOWAN GEGEN: 55.055 c.cesscscsassescscasceacssensees 25,000 25,637 28,935 25,641 + 3,935 o 004 
NRANRE B05 ovo os soe Se eer ea cars sais eiv, cealedentaaes 18,150 118,749 63,980 305,613 + 45,830 + 186,864 
TOTAL LIABILITIES 22. $ 86,271 ‘$173,003 $160,137 $443,795 +$ 73,866 +$270,792 
WORKING CAPITAL ooo. $ 48,387 $ 89,002 $ 75,842 $144,136 +$ 27,455 +$ 55,134 
CURRENT RATIO .....0..6.5...cccccscescssseccoses: 4.1 7.3 59 3.0 + 18 — 403 
*—Name changed to Colgate-Palmolive Co., effective 12/31/1953. 
Earnings Per Share 
Ist Half 
1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 1953 
Colgate-Palmolive-Peet ........................ $3.10 $3.30 $3.34 $7.14 $9.30 $3.56 $5.33 $7.66 $2.79 $4.38 $2.10 
Proctor & Gamble ..................:ccccccce 2.08 1.98 1.96 2.18 3.40 4.38 2.96 6.34 5.31 4.32 4.351 
1_Fiscal year ended June 30, 1953. 
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Selectivity 

The selectiveness of a bear mar- 
ket is merely in the fact that some 
stocks go down less than others. 
Bull markets are generally more 
mixed in each active phase than 
bear markets, with many stocks 
lagging at any given time; and 
wth rarely more than a compara- 
tively moderate percentage of 
listed issues recording new highs 
in any one trading session. By 
contrast, in what stands to date 
as at least a temporary selling 
climax, followed by a rally, 539 
Big Board stocks recorded new 
lows on Monday, September 14, 
and 417 in the following session. 
Right or wrong in the longer- 
term reckoning, bear-market 
“nysychology” is more sweeping 
and dynamic than its bull-market 
counterpart. Which is why bear 
markets move faster and have a 
generally shorter duration than 
bull markets. This conforms more 
or less with natural law. Most any 
structure can be torn down faster 
than it can be built. 


Groups 

In terms of percentage decline 
to date from their 1953 highs, 
the hardest-hit stock groups have 
included textiles, coal mining, 
agricultural implements, copper 
and brass, miscellaneous metals, 
automobiles, tires and _ rubber, 
radio and television, auto acces- 


sories, rails, airlines, oils, ma- 
chinery and sugar. 
Best 


Groups holding up best so far, 
although all have retreated to 
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some extent, include tobacco, bak- 
ing, dairy products, shoe stocks, 
bus lines, food stores, electric utili- 
ties, natural gas and_ variety 
stores. This list runs heavily to 
defensive-type stock groups with- 
in which are found most of the 
issues bought or held mainly for 
income rather than appreciation. 
The money-making opportunities 
at this stage, at least on a shorter- 
term basis, figure to be few, since 
“catching rallies” is easier said 
than done. 


Outstanding 

Not following the general mar- 
ket to new lows even for 1953, 
the following stocks have held up 
relatively well under test to date: 
American Can, Amevican Chicle, 
American Cyanamid, American 
Gas & Electric, American Snuff, 
American Tobacco, Beatrice 
Foods, Borden, Beneficial Loan, 
Consolidated Edison, Consolidated 





Dixie Cup, duPont, First National 
Stores, General Foods, General 
Telephone, Green, Kroger, Mel- 
ville Shoe, McGraw-Hill, Minnea- 
polis-Honeywell, National Lead, 
National Tea, Ohio Edison, Pacific 
Lighting, Pfizer, Public Service of 
Indiana, Reynolds Tobacco, Rohm 
& Haas, Scott Paper, Shell Oil, 
Union Carbide and Hiram Walker. 


Pacific Lighting 

For nearly four years, until 
late in 1952, this high-grade in- 
come stock was restricted to a 
price range of about 55-48. Aided 
by sharply improved earnings 
from sales growth and boosts in 
rates, it broke out of the old range 
to a late 1952 high 5814. Recently 
it spurted to 665% on the surprise 
news of a boost in the $3 dividend 
to $4, a record figure, and a pend- 
ing two-for-one stock split. It has 
eased to 6314 on profit taking at 


this writing. The current yield 





























Natural Gas, Continental Can, basis is 6.3%. Prior to the in- 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1953 1952 
American Tobacco Co. June 30 Quar. $1.47 $1.16 
Houston Lt. & Pr. Co. 12 mos. July 31 1.91 1.56 
United Aircraft Corp. June 30 Quar. 1.91 1.42 
Honolulu Oil Corp. 6 mos. June 30 2.51 2.05 
Lowenstein (M.) & Sons June 30 Quar. 1.72 1.20 
Curtiss-Wright Corp. 6 mos. June 30 -68 -34 
Standard Coil Products 6 mos. June 30 1.86 1.01 
Mohawk Carpet Mills . 6mos. July 3 2.34 28 
New York Central R.R. .. 7 mos. July 31 2.96 .04 
Erie Railroad ........... cae GA date tueancamadeaees 7 mos. July 31 2.65 1.89 
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crease of a third in dividend rate, 
the stock was on a yield basis 
mederately under the average for 
electric utilities and only slightly 
above that of most other natural- 
gas stocks. The current 6.3% 
yield is materially above the aver- 
age of other natural-gas stocks 
(mostly of lower investment 
grade than is Pacific Lighting) 
and compares with an average 
yield around 5.7 % on electric utili- 
ties. The company, operating en- 
tirely in the growth-favored 
southern California area, is the 
largest natural gas distributor in 
the country. It has paid unbroken 
dividends since 1909; and its rec- 
ord for maintaining established 
rates has been outstanding. Thus, 
the $3 rate was paid each year 
since listing of the stock on the 
Big Board in 1928, with the ex- 
ception of $2.55 in 1935, $2.70 in 
1936 and $3.50 in 1937. Obviously, 
the management would not go to 
a $4 rate unless it were strongly 
confident of the outlook. Earnings 
figure to be around $5.25 a share 
this year, a new peak, against 
$4.97 in 1952 and $3.36 in 1951, 
when the company was squeezed 
by higher costs and inadequate 
rates. Our conclusion is that on a 
straight and conservative invest- 
ment basis the stock is appre- 
ciably under-valued at 6314, and 
subject to some improvement in 
relative position in the utility 
market. 


Pfizer 

Established over 100 years ago 
in 1849, this formerly small and 
now sizable company, makes 
ethical drugs and fine chemicals. 
Sales trended upward from only 
$6.2 million in 1939 to a record 
$107.1 million in 1952, and will 
exceed that this year. Among 
other “wonder drugs’, the stock 
had a spectacular rise from 13%% 
in 1949 to a high of 465% in 1951, 
with earnings rising only from 
$1.73 a share to $2.42. Over-ex- 
ploited, and with margins nar- 
rowed by competitive price cut- 
ting in antibiotics, the ‘‘wonder- 
drug” group then dived into its 
own bear market about 18 months 
ahead of the general list. Pfizer 
fell from 465% to 26, a decline of 
nearly 43%, although 1952 profit 
was down from the peak level 
only a little over 10% to $2.17. 

Meanwhile, Pfizer, which for- 
merly sold only to other manu- 
facturers, launched world-wide 
direct selling of its drugs in a 
major move to boost sales and 
earnings. This is already paying 
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off, even though profit margins 
seem unlikely to reach best former 
levels. Thus, first-half net was 
$1.48 a share, against $1.16 in the 
1952 first half; and earnings 
probably will set a new record this 
year around or moderately above 
$2.50 a share. In recent weeks the 
stock has been improving its posi- 
tion in a downtrend market, 
standing at 30, against prior low 
of 26, at the September 14 
general-market low to date, and 
at 31 at this writing. Conservative 
dividends have been paid each 
year since 1901, and may not ex- 
ceed 1952’s $1.15 total this year. 
The stock is not. statistically 
cheap, but its action and the direc- 
tion of the company’s affairs sug- 
gest that it is not likely to get 
much cheaper on dips, and that it 
is currently one of the best bets 
in the growth-stock class for 
longer-range appreciation. 


EPT Relief 

The nearing lapse of EPT will 
cushion profit shrinkage of a good 
many companies in 1954, and will 
increase earnings above 1953 
levels in a minority of instances. 
The latter is so of a few defensive- 
type income stocks. There is in- 
creasing investment preference 
anyway, on a relative basis, for 
good-grade income stocks; and it 
should particularly center on those 
where EPT relief figures either 
permit dividends boosts or 
add materially to the protection of 
existing rates. Here is a partial 
list of such stocks: American 
Tobacco, American Snuff, Ameri- 
can Chicle, Borden, First National 
Stores, General Foods, Kroger, 
National Dairy, Pitney-Bowes, 
and ReynoldsTobacco. 


Potentials 

Here are some reasonable, al- 
though necessarily tentative, esti- 
mates: American Tobacco might 
arn around $8 a share in 1954 


against estimated $6 for 1953; 
and pay $5 against now indicated 
$4 rate. At current price of 72 the 
yield is 5.5% and would be nearly 
7% on a $5 basis... American 
Snuff might net around $3.50, 
against $3 this year; and raise 
the $2.40 dividend to, say, $2.80. 
Current yield at 3814 is over 6.2% 
and would be nearly 7.3% ona 
$2.80 basis... American Chicle 
might net around $4.25, against 
some $3.50 this year; and pay $3 
to yield 6.3%, against 5.8% on 
present indicated $2.50 dividend, 
at current price of 47... Borden 
might net around $5.25 against 
about $4.50 this year, justifying 
some boost in the $2.80 dividend 
basis, which provides a yield of 
only about 5% at price of 55... 
First National Stores might net 
around $5, against $4.50 or so this 
year; and pay $2.50 against $2, 
to yield about 5.3% at 47, against 
only 4.2% on the present basis. 
Others 

Without EPT, earning power 
of General Foods might rise to 
around $5.25, from presently es- 
timated $4.25, suggesting appre- 
ciable liberalization of the exist- 
ing $2.65 dividend basis, which 
yields just under 5% at 55 for the 
stock... Kroger could probably 
net around $4.30 against 1953 es- 
timate of $3.60; and pay mate- 
rially more than the present in- 
dicated $1.90 rate, which yields 
only 4.7% at current price of 40 
nh National Dairy Products 
should reach around $6 or so, 
against about $4.75 this year. The 
$3 dividend, yielding less than 
5.2% at 58, is a 63° payout of 
estimated earnings. The same 
payout rate on $6 would be about 
$3.75, to yield over 6.4% ... 
Pitney-Bowes should net around 
$2.25, against probably $1.55 for 
1953. At the present payout rate, 
the $1 dividend might be upped 

(Please turn to page 44) 





























DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1953 1952 
Amer. Smelt. & Refining . 6 mos. June 30 $1.37 $2.85 
Minneapolis-Moline Co. July 31 Quar. 55 1.50 
Pet Milk Co. . June 30 Quar. 1.23 1.74 
Mid-Continent Petroleum June 30 Quar. 1.91 2.21 
Pure Oil Co. . 6 mos. June 30 2.51 3.19 
Best Foods Year June 30 2.80 3.23 
International Nickel of Can. June 30 Quar. -90 1.33 
Allied Mills Year June 30 2.69 3.33 
Oliver Corp. 9 mos. July 31 .63 2.05 
Atlantic Coast Line . 7 mos. July 31 8.55 11.44 
35 











The Business Analyst 


What 5 head por Rusiness? 


By E. K. A. 


Late last Spring, a number of prominent economists ex- 
pressed the opinion that, as the middle of the year ap- 
proached, fears of a setback in business during the second 
half year were dwindling. Such fears, they averred, had 
become a postwar phenom- 
enon as had, too, the ban- 
ishment of such fears as the 
second half of the year ap- 
proached. And, they added, 
no recession of any kind 
was in the cards for 1953 
and probably not for 1954. 

There is no doubt that 
many business men and in- 
vestors subscribed to this 
optimistic philosophy at the 
aco time. However, it is evident 
by now that the familiar 
post-war pattern is not re- 
peating. As the Summer 
waned and Fall approach- 
ed, fears increased that the 
latter part of 1953 would 
witness the beginning of a 
general business recession. 
A few economists, in fact, 
have gone so far as to say 
that a recession has been 
under way since early 
Spring. 

Indeed, there has been 
so much talk of an “inevit- 
able” postwar recession that 
a number of government 
officials and business lead- 
ers have felt it incumbent 
upon them to declare pub- 
licly that there are no signs 
of any setback in business in 
the offing. That would leave 
us just where we started last 
Spring, if we were to take 
these statements at their 
face value. Many business 
men and investors ,however, 
have learned through ex- 
perience that “reassuring 
statements” are to be re- 
\ garded with suspicion. 
| There is, notwithstanding 


L aq all the declarations to the 


contrary, a rather high de- 
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gree of correlation 
between the major 
movements in se- 
curities prices and 
the trends in gen- 
eral business acti- 
vity. There have 
been periods of 
dissimilar move- 
ments, sometimes 
lasting for many 
months. These in- 
stances, although 
infrequent, have 
furnished the basis 
for questioning the 
significance of re- 
cent declines in se- 
curities values. 

Without doubt, 
most business men and investors never were more thoroughly 
confused over the business outlook and more uncertain as to 
what they should do than at the present time. Hoping for the 
best and fearing the worst, they are inclined to sit tight and 
wait for developments. This mounting hesitation, in and of it- 
self, is tending to act as a throttle on business. Actually, there 
isn’t much of anything that can happen during the balance of 
this year to alter the fact that 1953, considered as a whole, will 
go down in history as the best year that American business 
has known to date. 

However, it is where we may be going rather than where 
we are that is disturbing business men and investors. Such 
setbacks as have occurred recently in some business areas 
are not sufficiently serious to be the source of concern. During 
the post World War II business boom, setbacks have occurred 
in several areas from time to time only to be followed by 
recovery and advances to new heights. The possibility cannot 
be ruled out entirely that the present period of uncertainty 
and indecision will be followed shortly by a fresh upswing in 
the business cycle. However, the odds seem to be against this. 

Retail trade has held up well and will continue to hold up 
well during the balance of the year. Sales during the next 
few months may fall a few percent under last year, when 
the volume was very high. Nondurable goods will make a 
better showing than durable goods, which have been slipping 
a little. Since retail sales, despite their apparent importance, 
are among the poorest of business indicators from a forecast- 
ing standpoint, too much weight cannot be attached to the 
maintenance of a good volume of sales. 

Business inventories in all categories are very large and 
still tending to rise. Relative to sales, however, they are not 
unduly large but a comparatively (Please turn to page 49) 
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MONEY & CREDIT—The inactivity which enveloped the new- 
issue market all Summer has given way to sudden animation 
as more than $400 million of new corporate and local gov- 
ernment securities were offered for sale in the week ending 
September 18. The first large issue to test the market's 
receptivity was $150 million of General Motors Acceptance 
Corporation eight-year 37% debentures, offered to yield 
3.95%. The response was enthusiastic and the issue was 
over-subscribed in short order. However, this was a com- 
paratively short-term security and some observers did not 
consider it an adequate indicator of underlying conditions. 
Other offerings like the $50 million Pacific Telephone & 
Telegraph 4s of 1984, the $20 million Tennessee Gas Trans- 
mission 5s of 1973 and the $35 million Westinghouse Air 
Brake 37%s of 1978 which came along the same week were 
moving a bit slowly until the $125 million New York State 
Thruway tax-exempt issue proved to be an overnight success. 
After that, demand for other new issues widened and under- 
writers found their shelves virtually cleaned out in jig time. 
The relative ease with which this huge volume of offerings 
has been absorbed has to some extent reassured investors 
as to the future course of bond prices. 

There are several reasons for the better tone for good 
grade bonds which has been evident for some time now. One 
is the accumulation of liquid funds by institutions and indi- 
viduals as saving stays at close to record levels while long- 
term borrowing this Summer has been dormant. Another has 
been the changed attitude of the Federal Reserve System 
since the Treasury’s ill-starred attempt last Spring to raise 
money in competition with private borrowers brought the 
bond market to its lowest level in years. Since then, of course, 
the Central Bank has eased reserve requirements and in fact, 
in recent weeks, has been buying substantial amounts of 
Treasury discount bills to make the position of the banks 
even more comfortable. All this and the consequent success 
of recent corporate new-issue offerings has made for a buoy- 
ant market for Government bonds. Not only have yields on 
three-month discount bills fallen sharply but long-term Treas- 
uries have also been a strong feature. For example, in the 
week ending September 18, the thirty-year 3%s rose more 
than a point to close at 101%, a new high since issuance. 
This is in vivid contrast to conditions some three months 
earlier when selling was rampant and Treasury obligations 
were all hitting new lows. An inkling of the good demand 
for high-grade fixed-income securities could have been 
gathered from the results of the Treasury’s recent refunding. 
Of $8.0 billion of maturing bonds, 962% were exchanged 
for new issues, and what was more, 37%2% of the holders 
took 3-year notes in preference to one-year certificates. 
The small number that held out for cash and the greater than 
anticipated demand for the obligation of longer maturity 
both indicated that there was a heavy supply of money avail- 
able for attractive investments. 


——_—_———_-9-—_---—- 


TRADE—Cooler weather has stimulated consumer buying and 
sales have risen from August levels. However, in contrast to 
the earlier months of the year, sales have failed to top year- 
ago figures. For the week ending Wednesday, September 16, 
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Dun & Bradstreet estimates total retail trade as unchanged 
from a year earlier. Demand for clothing and food was high 
during the week. Household goods moved a bit slowly but 
sales of new cars and television sets topped 1952 results. 


——-—9Q—______ 


INDUSTRY—Industrial output has been holding at high levels 
in the first half of September. The MWS Index of Business 
Activity in the week ending September 12, stood at 199.4% 
of the 1935-1939 average which compares with a 199.0% 
rate two weeks earlier and one of 191.4% a year ago. 

The National Association of Purchasing Agents finds that 
the August pick-up in business left something to be desired. 
The Association reports that many manufacturers found their 
order backlogs falling again in August while the improve- 
ment in output was spotty. As a result, manufacturers are 
holding their buying for inventory to a miminum basis. 


oO 
Oo 


COMMODITIES—Commodity prices have been in a zig-zag 
pattern of late with no pronounced trend indicated. For the 
week ending Tuesday, September 15, the Bureau of Labor 
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Essential Statistics 



























































































































































latest Previous Pre- 
Wk.or Wk.or Year Pear! PRESENT POSITION AND OUTLOOK 
Oare Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Aug. 3.8 4.3 3.3 1.6 | Statistics index of primary market prices 
Cumulative from mid-1940. Aug. 518.0 514.2 464.4 13.8 j|rose 0.4% to stand at 110.8% of the 
FEDERAL GROSS DEBT—$b Sept. 16 273.3 273.3 «263.0 55.2 ph i age ge pen 
MONEY SUPPLY—$b 111.8 in September, 1952. In the latest 
Demand Deposits—94 Centers______ | Sept. 9 53.0 53.7 52.9 26.1 week, farm product prices rose 1.5% on 
Currency in Circulation — | Sept. 16 30.3 30.5 29.3 10.7 higher levels for livestock and certain fresh 
BANK DEBITS—(rb3)** vegetables, while processed foods gained 
New York City—$b____- | July 52:9 52.4 51.5 16.1 | 1.4% from the week before, largely be- 
344 Other Centers—$b July 98.2 96.6 88.6 29.0 | cause of a 5.8% gain for meats. 
PERSONAL INCOMES—$b (cd2) July 288.1 286.3 266.3 102 oP nee ° 
hates eemleuammmnmiamad 4 i I ED CONSTRUCTION CONTRACT 
jietors’ Incomes. July 50 50 52 23 
eae Dividends July 23 22 21 10 AWARDS for the 37 Eastern states were 
eiaialiie tnabianinas ily 14 14 13 3 at a respectable $1,414,408,000 in August, 
only 2% under the corresponding 1952 
ee ed = Me = “ ith, uaa 21% Salers nlite 
POPULATION—m (e} (cb) July ~_ a Oe IF Ww. Gale Corporation has reported. 
Non-Institutional, Age 14 & Over—— | July N15 111.5 109.7, 101.8 | The August results bring the total for the 
Civilian Labor Force July nal “7 ons 55.6 | first eight months of this year to $11.1 
ployed July 1.5 16 9 3.8 | billion, or 3% ahead of the similar 1952 
Employed July 63.1 63.2 42.2 51.8 | period. Nonresidential contract awards in 
In Agriculture_. July 76 79 76 8.0 | Aucust came to $545.9 million, 29% under 
Non-Farm July 55.5 53.2 5446 43.2 | July but 5% ahead of August, 1952. 
At Work July 57.0 60.6 56.1 43.8 | August residential building contracts at 
Weekly Hours _ July 43.3 43.3 42.8 42.0 | $507.6 million were down 22% from the 
Man-Hours Weekly—b July 2.47 2.62 2.40 1.82 | month before and 19% under the corre- 
EMPLOYEES, Non-Farm—m (Ib) July 494 494 47.1 37.5 | Sponding bir haga pei peel 
sane Joly 66 66 6.5 4.8 |neering contracts a 0 millio 
ag July 13.7 13.8 12.2 11.7. | down 4% from July and up 24% from 
Weekly Hours July 40.4 40.7 39.9 40.4 August, 1952. For the first eight months of 
Hourly Wage (cents). July 177.0 176.0 164.0 77.3 this yeer, rsp nigrstrey gig oan a 
Weekly Wage ($) July 71.51 71.63 65.44 ~—-21.33 | Awards were up 13% from the year be- 
—- fore, heavy engineering up 4% and resi- 
PRICES—Whelesale (Ib2) Sept. 15 1108 1104 111.8 66.9 | dential building down 4%. 
Retail (cd). June 209.7 208.2 210.6 116.2 
* * * 
COST OF LIVING (ib3) July 114.7 114.5 114.1 65.9 
Food July 113.8 113.7 -116.3 64.9 Manufacturers shipped 8,232,385 PAS- 
Clothing July 104.4 1046 105.3 89.7 | SENGER TIRES in July, 1.5% more than 
Rent July 123.8 1233 117.9 59.5 |in June and 6.6% above July, 1952, ac- 
i cording to data from the Rubber Manv- 
mpm oie al daly 14.4 14.5 13.7 47 facturers Association. Passenger tire pro- 
scunpeilineciagithigs alias ' : ducti d 2.7% in July to 7,111,- 
July 5.0 5.0 4.5 1.1 cere Wee Sane Soe ee Ol aay idle 
Durable -~ : ae 94 9A 92 3,6 | 880 from 7,310,814 the previous month 
Nen-Dereble Goods July 0.85 0.87 0.81 0.34 | and 7,092,000 a year ago. With shipments 
mien pagmmprommemed 720 7) 228 99 |way ahead of production, inventories in 
Consumer Credit, End Mo. (rb2)_____ | ""¥ : pet | the hands of manufacturers fell 8.7% to 
MANUFACTURERS’ 11,735,733 tires. A year ago, tire stocks 
New Orders—$b (cd) Total ** July 25.2 25.6 23.4 14.6 at factories amounted to only 8,544,855 
Durable Goods. July 11.9 125 ait A units. , s : 
Non-Durable Goods July 13.2 13.1 12.3 75 
Shipments—$b (ed)—Totol** ay Soa a BUSINESS FAILURES declined a sea- 
Durable Goods July pine ngs po a sonal 3% in August as 700 firms failed 
Non-Durable Goods July 13.3 a3. ‘ : to meet their obligations. The August total 
wn wh was 17.8% higher than the 594 of August, 
SUSINESS +n ee. i 781 775 728 28.6 | 1952. The rate of failure as reflected by 
Total—$b (cd) ned pers as az 16.4 | Dun’s Failure Index which is adjusted for 
aura” an a a 4 on 4.1 | Seasonal factors, remained unchanged at 
renee > . vig ik pong 83 34 for each 10,000 businesses listed in the 
Retailers wd “et e ri 11 | Dun & Bradstreet Reference Book. LIABI- 
Dept. Store Stocks (mrb) | sud : ; __ | LITIES involved in August failures amount- 
BUSINESS ACTIVITY—1—pc Sept. 12 199.4 199.3 191.5 141.8 \/ed to $28,529,000, a moderate decline 
(M. W. S.)—1—np. | Sept. 12 244.0 243.9 228.1 146.5 |from the high levels of the past three 
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Latest Previous Pre 
OK Wk. or Wk. or Year Pear! 

Date Month Month Ago Harbor? PRESENT POSITION AND OUTLOOK 
rices INDUSTRIAL PROD.—1 np (rb)** = | July 233 240 193 174 months but 75% above the correspond- 
the Mining July 165 169 139 133 ing 1952 month. In the first eight months 
evel Durable Goods Mfr——__ | _ July 312 320 230 220 of this year, liabilities of failing firms came 
and Non-Durable Goods Mfr—________ | July 192 198 179 151 to $247,711,000, which compares with 
itest $185,970,000 for the similar 1952 period. 

oid Sept. 12 711 799 881 833 Sala eee eS a 
on CARLOADINGS—-t—Total = The liabilities of failing firms in all divi- 
Mise. Freight Sept. 12 342 384 409 379 / ; : 
resh sions of industry except commercial serv- 
| Mdse. L. C. L Sept. 12 59 70 75 1566 J i e 
ined aca maak a ” “a a ices were higher in the first eight months 
be- ~_ a when compared to the 1952 period. 
ELEC. POWER Outpu? (Kw.H.) m Sept. 12 7,963 8,694 7,654 3,266 - * * 
SOFT COAL, Prod. (st) m Sept. 12 8.1 9.6 11.9 10.8 Deliveries of new FREIGHT CARS in 
cT Cumulative from Jan. 1 sincera Gage: V2 3146 3065 322.6 44.6 | August amounted to 5,557 units which 
Stocks, End Mo._____| June 76.0 72.9 81.2 61.8 | compares with 6,370 in July and 4,537 in 
- -——-- —— ———. -- August, 1952, the American Railway Car 
950 PSS Oae.) Institute and the Association of American 
d — a range a ae oe Pi Railroads have announced in a joint re- 
‘ a Stocks - tet io ‘i n a port. NEW ORDERS for freight cars came 
vet Fuel Oil san rls cas oe wn pm to 3,913 in August, the largest number 
My " Heating Oil Stocks ae __ | since January. With new orders below de- 
959 LUMBER, Prod.—(bd. ff.) m Sept. 12 223 236 276 632 liveries in August the order backlog for 
Stocks, End Mo. (bd. ft.) b_____] July 79 8.0 8.3 7.9 | freight cars declined to 45,735 on Sep- 
Bos —_— tember 1, from 47,423 the month before. 
~~ STEEL INGOT PROD. (st) m Aug. 9.4 9.3 85 94 A year ago there were orders on the books 
' Cumulative from Jan. 1_-__-——*YS—sC Aug. 76.6 67.2 55.1 74.7 for 95,761 cars. 
a 
the ENGINEERING CONSTRUCTION . on 7 a * + + 
rre- AWARDS—$m (en) Sept. 1 181 
ngi- Censtaiin hems don. ? Sept.17 11,121 10,940 11,939 5,692 REAL ESTATE FORECLOSURES of 
weil ERED ee non-farm mortgages in the second quarter 
nai MISCELLANEOUS of this year rose to 5,408 or 15% ahead 
a Paperboard, New Orders (st) Sept. 12 199 350 242 165 of the corresponding 1952 period, on top 
rect Cigarettes, Domestic Sales—b June 33 31 36 17 of an 8% rise in the first quarter of this 
io. Do., Cigars—m June 511 506 496 543 year, the Home Loan Bank Board has re- 
esi- Do., Manufactured Tobacco (Ibs.)m_ | June 17 18 18 28 ported. 
b—Billions. cbh—Census Bureau. cd— Seemann Dept. cd2—Commerce Dept., lly adjusted monthly atule at el rate, before taxes. 


cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. pel srvoneerone News-Record. I—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
AS- pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, total consumer credit. rb3—Federal Reserve Bank of N. Y.—1941 data 
is for 274 cnters. st—Short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 










































han : a 
ac- THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
wall 19531953 
ro- No. of 1953 Range 19531953 | (Nov. 14, 1936, Cl—100) High Low Sept. 11 Sept. 18 
11,- Issues (1925 Cl.—100) High Low Sept. 11 Sept. 18] 100 HIGH PRICED STOCKS... 133.5 114.4. -115.2,*114.4Z 
ynth 330 COMBINED AVERAGE ......... 2155 177.2 180.1 177.2Z 100 LOW PRICED STOCKS .......... 260.5 203.7 209.6 203.7Z 
“on 4 Agricultural Implements ... 263.3 186.7 1867 1867 4 Investment Trusts 12.7 93.1 94.2 © 93.12 
yin 10 Aircraft (‘27 Cl.—100)............ 415.6 330.3 333.9 330.3Z 3 Liquor (‘27 Cl.—100) 967.8 811.1 820.3 811.1Z 
» to 7 Airlines (‘27 Cl.—100).... 693.9 499.1 512.1 499.1Z WOU 5 else ccccsctnsiaies 240.6 181.0 185.6 181.0Z 
»cks FORMING oo. cc cb i cscs cade Nos cksies 95.5 76.4 79.0 76.4Z 3 Mail Order oo... eo 128.6 101.0 102.2 101.0Z 
855 10 Automobile Accessories ......... 289.4 213.8 221.6 213.8Z 3 Meat Packing ..................00.0.. 101.7 78.7 83.1 78.7Z 
10 Automobiles: ..............5.0....c000 49.4 39.0 39.0 39.0 10 Metals, Miscellaneous ‘ 284.5 198.4 203.6 198.4Z 
3 Baking (‘26 Cl.—100) : 28.0 23.8 24.2 24.2 Ae ose scesvedsn MU 394.9 399.3 394.9Z 
3 Business Machines ................... 377.4 311.4 318.8 311.4Z 24 Petroleum wuaes cee. 463.4 376.5 381.1 376.5Z 
2 Bus Lines (‘26 Cl.—100) a 207.6 170.2 199.1 194.0 22 Public Utilities ..... céaese . Oe 173.8 181.3 179.4 
ea= GB Chenmbecle. oo. c.ccccscescccssccvssesnsss 396.9 337.9 337.9 337.9 8 Radio & TV (’27 Cl.—100).. 36.9 29.7 29.7 29.7 
iled 3 Coal Mining ... 15.4 10.3 10.5 10.3Z 8 Railroad Equipment : 64.1 49.1 50.9 49.1Z 
otal 4 Communications .... 69.3 58.6 59.9 58.6Z ZN ere 53.2 41.8 42.3 41.8Z 
ust 9 Construction .......... 74.3 Ligh 59:3 57.9Z I ooo cao ee ettennc 51.5 42.3 45.2 42.3Z 
if DF COMMONS coi osccscciccvcsvecccvansin 519.4 456.9 456.9 456.9 3 Shipbuilding ..................... . 269.9 228.7 247.0 247.0 
by 9 Copper & Brass oo... 175.4 125.3 128.4 125.3Z | 3 Soft Drinks ............... Eee 407.5 339.0 342.4 339.02 
for 2 Daley PEGGGtS: 3. -. <s2.5c0i.vencsve 98.6 92.3 94.1 92.3 Li eee 151.4 122.8 124.2 122.8Z 
| at 5 Department Stores ............. 63.2 55.3 55.9 55.3Z URN oe sete, 59.8 47.1 48.3 47.1Z 
the 5 Drugs & Toilet Articles............ 235.2 203.8 210.6 203.8Z IR 0 ie Le ag 625.9 525.5 537.4 525.52 
2 Finance Companies ................ 410.0 341.8 349.9 345.9 SNM Sci teeccis ss seves ' wx (622 108.0 109.6 108.0Z 
\BI- TF MOO OLOMOS «oo. c5ccccscevevascacoes’s 200.4 185.0 185.0 186.9 3 Tires & Rubber ...................... 89.7 70.4 71.2 70.4Z 
unt- 2 Food Stores .............. 1289 113.0 118.9 122.4 BL a en, 105.2 90.8 98.0 98.9 
line SS TRURIININGS! «sccccc:<02c0c00- Dae 60.3 62.6 60.3Z 16 Unclassified (’49 Cl.—100) ... 319.5 291.8 294.9 291.8Z 
ree ZECCA GDL eee Ro eee 769.0 561.8 561.8 568.4 YON ae ee 125.7 97.0 99.4 97.0Z 
Z—New Low for 1953 
REET 
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Trend of Commodities 





Commodity futures have been preponderately lower in the 
two weeks ending September 18 and the Dow-Jones Com- 
modity Futures Index lost 2 points during the period to close 
at 155.02. Individual commodities to seek lower level in- 
cluded wheat, oats, rye, lard, cotton, lead, zinc and copper 
while soybeans, coffee and hides were mixed. May wheat 
lost 334 cents in the two weeks under review to close at 19214. 
Competition from foreign producers is intense and Canada 
recently reduced its export price, giving rise to fears of a 
price-war for foreign markets. So far, movement of the new 
crop inte the loan has been below expectations with only 
119 million bushels being impounded through August 15 
against 169 million bushels for the corresponding 1952 period. 
However, some Department of Agriculture officials think that 


as much as 500 million bushels of the bread grain may go 
into the loan before the right to utilize the loan expires on 
January 31, 1954. December corn gained % cents in the 
two weeks ending September 18 to close at 147 while the 
March option lost 1 cent. Prices have been relatively steady 
despite the approach of the harvesting season. Country offer- 
ings have been light, reflecting the fact that most of the corn 
surplus appears to be under loan. The Department of Agri- 
culture estimates that this year’s corn crop will be somewhat 
below that of 1952 and the Government loan is available as 
a support influence. Cotton futures have been weakish of late 
and the nearby October lost 47 points during the fortnight 
to close at 32.88 on September 18. The pick-up in harvesting 
and slower mill business have exerted a depressing effect. 





WHOLESALE COMMODITY PRICES 


























































































































6oL_ 


130 130 
1947-49 =100 
120 
110 lS swe 20h Now FARM PRODUC: 
_ x dt ae | 
— o. a 
aN io 
got ‘di ~ EY % 
I no\Y 
105 \\ 
80 
a\S ie }O0}— faRM PRODUCTS = SK 
; @ it 
70 \ 95 5 
one. DD YF 4 
90: 







































































J HAHP@IASON | VY FMNANIVASON 














1946 \SHT 1948 1949 {950 1951 1952 1953 19524 1953 





U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3Mos. I Yr Dex « 
Sept.18 Ago Ago Ago 194! 





22 Commodity Index 88.5 90.3 864 95.1 53.0 
9 Foodstuffs 96.6 966 859 91.6 46.1 
3 Raw Industrial 83.2 86.1 86.6 97.4 58.3 
RAW MATERIALS SPOT INDEX 
JUNE JULY AUG. SEPT. 


MAGAZINE . 
160 Hvait streer INDEX 








14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1953 1952 1951 1945 1941 1939 1938 1937 
High ............... 162.2. 181.2 215.4 111.7 88.9 67.9 57.7 86.6 
Low 150.3 160.0 176.4 98.6 58.2 489 473 54.6 
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Date 2 Wks. 3Mos 1 Yr. Dec 
Sept.18 Ago Ago Ago ': 


5 Metals 88.2 92.3 98.4 112.2 54.6 
4 Textiles 86.6 89.0 90.0 98.5 56.3 
4 Fats & Oils 66.9 69.6 546 62.9 55.6 





COMMODITY FUTURES INDEX 


JUNE = JULY AvG. SEPT. 
DOW-JONES 





sa COMMODITIES INDEX 71 
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Average 1924-26 equals 100 
1953 1952 1951 1945 1941 1939 1938 1937 


Co eee 170.1 192.5 2145 95.8 743 783 65.8 93.8 
tow .............. W546 168.3 1748 836 58:7 616 S75 647 
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Lysine, an amino acid, said to be essential to hu- 
man nutrition, to which E. I. daPONT deNEMOURS 
& CO., holds the patent has been placed by duPont 
on the Register of Patents in the U.S. Patent Office 
in the form of a free license to the government and 
the people of the U.S., whereby anyone who wishes 
may carry out the invention on a royalty-free basis. 
Lysine is considered of great value in the diet of 
humans and animals for growth and the mainte- 
nance of health. duPont has perfected a process of 
synthesizing lysine and is making experimental 
quantities available for evaluation by millers, food 
manufacturers, nutritionists and others interested 
in the food field. 


With acetate as the key fiber, research by CELA- 
NESE CORP. OF AMERICA has developed an engi- 
neering approach to the problem of determining the 
most satisfactory blends of acetate with other syn- 
thetic fibers as well as wool, the objective being 
textiles with over-all good performance at lower 
prices, rather than outstanding performance in one 
single property. The best over-all performance, ac- 
cording to test, is achieved in the range of 50-50 
and 70-30 acetate and rayon blends. The addition of 
a small amount of nylon to such blends is shown to 
improve the resistance to severe abrasion. Blends 
of 50-50 acetate and wool, it is said, compare favor- 
ably with 100% worsted fabrics in essential respects. 


America’s first aluminum skyscraper—the 410-foot 
ALUMINUM CORP. OF AMERICA building in Pitts- 
burgh was formally dedicated last month. The 30- 
story structure’s exterior walls are sheathed with 
aluminum panels and its aluminum windows can be 
reversed for cleaning from inside the building. All 
electrical wiring and most of the plumbing is alumi- 
num, as are lighting fixtures, elevator cabs, partition 
framing and many thousands of pounds of interior 
trim. 


A finer fibered pre-formed pipe insulation is now 
being manufactured by OWENS-CORNING FIBER- 
GLAS CORP. The new material has all the advan- 
tages of the old product plus more resistance to 
abuse, has improved thermal efficiency and is easier 
to handle. Other qualities of this insulation are dura- 
bility, moisture resistance, resiliency, and contains 
no sustenance for insects, mold growth or vermin. 
For use at temperatures ranging from sub-zero to 
450 degrees F., the new material is available with 
canvas coverings, or vapor seal jackets for cold lines 
and with a waterproof roofing-felt jacket for out- 
door installations. 


Reinforced plastic is being used extensively in the 
production of large truck trailers by the Strick Co., 


OCTOBER 3, 1953 


of Philadelphia, Pa. Some of these trailers are pro- 
vided with skylight roofs made from panels of this 
plastic and others have reinforced plastic sides, in- 
terior liners and doors. The plastic parts are molded 
by the trailer builder from fibrous glass and “Vi- 
brin”, a polyester resin made by UNITED STATES 
RUBBER CO.’s Naugatuck Chemical Division. In the 
skylight roofs, the plastic is unpigmented and let 
enough light into the trailer to permit reading of 
shipping labels and speed up loading and unloading 
operations. Interior liners made of the material are 
said to be impervious to rot and contamination and 
have the ability to resist the action of corrosive ma- 
terials, such as commercial chemicals. 


“Fosbond” is the trade name for a complete line 
of products that mark the entry of PENNSYLVANIA 
SALT CO., into the field of chemical specialties for 
phosphatizing metals for corrosion resistance and 
paint bonding. The new line rounds out the com- 
pany’s activities in the entire field of phosphate 
coatings and virtually completes its line of metal 
processing chemicals. The basic principle of phos- 
phate coating techniques is that they apply a stable, 
controllable and chemically bonded crystalline sur- 
face to metals. In the field of paint bonding, the 
phosphate coating provides a strong bond for the 
organic finish applied to the metal and also provides 
a protective coating against corrosion under the 
finish. 


Fieldcrest Mills, MARSHALL FIELD & CO.’s tex- 
tile manufacturing division has been sold by the 
company which plans to use the capital gained 
through the sale largely for the further expansion 
of its retail business. This is in line with the policy 
adopted some time ago, the company, since 1946, 
having spent about $22.5 million on its Chicago and 
suburban retail stores and close to $10 million in 
enlarging and modernizing the Seattle retail unit 
operated as Frederick & Nelson. 


Orders for 30 new diesel-electric locomotives have 
been placed by NORTHERN PACIFIC RAILWAY 
with the business being divided between the Electro- 
Motive division of GENERAL MOTORS CORP., and 
AMERICAN LOCOMOTIVE CO. GM will build ten 
1,500-hp., road switchers; two 4-unit 6,000-hp., 
freight locomotives, and one 3-unit 3,500-hp., pas- 
senger locomotive. Alco’s share consists of four 
1,600-hp., road switchers and five 1,000-hp switchers. 


The first consumer survey of its kind, aimed at a 
potential market of 3 million Africans, has gotten 
under way by the South African Division of CHESE- 
BROUGH MANUFACTURING CO. The purpose of 
the survey is to measure (Please turn to page 50) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Archer-Daniels-Midland Company 


“IT have been told that profits of 
Archer-Daniels-Midland Company were 
lower last year, can you explain the 
reason for this? Also is the compuny 
developing any new products?” 

A. T., Binghampton, N. Y. 


Although net profits of Archer- 
Daniels-Midland Company were 
lower this past year, the firm’s 
continuing program of diversifica- 
tion and new product development 
prevented it from feeling the full 
impact of abrupt changes in the 
flaxseed, soybean, flour milling 
and dehydrated alfalfa meal in- 
industries. 

Net profits after taxes were $3,- 
853,319, equal to $2.34 per share 
for the fiscal year ending June 30. 
This compared with net earnings 
of $7,413,084, or $4.51 per share 
for the previous year. However, 
1952-53 profits included special 
non-recurring credits after taxes 
which totalled $1,937,940, equiva- 
lent to $1.18 per share. 

The company was confronted 
with a rare combination of prob- 
lems during the year. These in- 
cluded substantial declines in the 
prices of soybeans, flaxseed and 
marine oils which the company 
processes in large volume, and ex- 
tremely competitive markets for 
several of its major divisions. De- 
elining numbers of livestock and 
the government’s program of li- 
quidating its stock of cottonseed 
meal caused drastic slides in prices 
of high protein meals and the de- 
hydrated alfalfa meal. 

Three strikes also injured pro- 
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fits, one of which paralyzed all 
operations at Minneapolis, except 
a flour mill, for 12 weeks. 

In spite of these difficulties, the 
company once again started a new 
fiscal year with no bank debts, 
bonds, notes or preferred stock 
outstanding. Working capital on 
June 30, 1953 was $47,609,537 and 
net worth $87,866,815, equal to 
$53.42 per share. Net additions to 
plants were $3,313,834. Four 70 
cent dividends totalling $4,605,294 
were paid during the year. 

Savings made by the streamlin- 
ing of many operations and the 
closing of several less efficient 
plants will be most apparent in 
1953-54 earnings, according to the 
chief executives of the company. 

During the year the company 
started construction of several 
new oil processing and chemical 
plants. These include a solvent ex- 
traction plant at Buffalo, New 
York and an oils processing plant 
at Los Angeles. Both are expected 
to be operating this Fall. A new 
plant for the production of higher 
fatty alcohols will be completed at 
Ashtabula, Ohio, in 1954. 

Among a number of new prod- 
ucts developed during the year is 
Admex 710, a new plasticizer for 
vinyl resins which is now in pro- 
duction. Sales of odorless paint 
vehicles continue to grow and are 
the basis for new advertising and 
promotion plans which promise 
greatly expanded use of these in 
odorless paints. A group of high 
fractionated marine oils was suc- 
cessfully produced. Other new 
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products included a free-flowing 
molasses cattle feed and a molding 
sand stabilizer, both based on frac. 
tions of the flax plant. 


Philip Morris & Company, Limited 


“As a subscriber for many years past, 
I would like to receive information on 
Philip Morris & Company, Ltd. You 
have reported in the past that this com- 
pany has shown good growth over the 
years and would like to know about 
recent operations.” 


A. C., Seattle, Washington 


Sales of $314,894,718—a record 
dollar volume in Philip Morris & 
Company Ltd. history—and a net 
profit after taxes for the fiscal 
year ended March 31, 1953 of 
$11,345,200 was reported. This 
compared to sales of $306,698,324 
and a net profit after taxes of 
$12,627,140 the previous year. 

Earnings were $4.13 on the 
2,448,121 shares of common stock 
outstanding as compared to last 
year’s figure of $4.65 on the same 
number of shares. The regular 
$3.00 cash dividend was paid to 
holders of common stock during 
the year. 

Export sales showed an in- 
crease, to $11,941,000 for the year 
ended March 31, 1953, as com- 
pared to $10,839,000 for the pre- 
vious year. 

The report also noted signifi- 
cant changes in cigarette consum- 
er taste and in merchandising 
patterns. It pointed out that the 
share of market of the five lead- 
ing standard size cigarettes drop- 
ped from 90.4% in 1948 to 74.6% 
in 1952, while in the same period 
the share of market attained by 
King-size cigarettes increased 
from 5.7% to 18.6%. In January 
1953 Philip Morris introduced its 
King-size cigarette. 

Although leaf and manufactur. 
ing cost increased during the year, 
the new “green leaf stemmery in 
Louisville commenced operating 
with gratifying results. Constant 
improvements in the method of 
making and packing cigarettes 
have brought about savings and 
improved quality control. 


(Please turn to page 53) 
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L RURAL INDO-CHINA, a farmer once 
offered a traveler his prettiest daughter 
in exchange for a reading lamp and 
a drum of kerosene. 

This happened, not fifty years ago, 
but within the last decade. 

It is hard for Americans to imagine 
what life is like in the ‘“have-not”’ 
nations of the world. Some communities 
in Honduras have never seen petroleum, 
nor any product thereof. In Western 
Africa it is not unusual to find one lamp 
in a tribal group of 15,000 people. 

The fact that a country has no 
petroleum resources of its own is not 
always the reason for oil poverty. 
Many so-called “have-nots” live in 
land where oil could be found. What 
they really “have not”’ is the initiative 
to look for it! 

The oil companies of America have 
a super-abundance of that great natu- 
ral resource—Initiative. It is essential 
to their success. They cannot afford to 
discourage easily, for the odds are ten 
to one against a wildcat becoming a 
producer. 

In spite of these odds, Cities Service 
has discovered some of America’s his- 
toric oil fields. In the last five years, 
its geologists have added millions of 
barrels of much-needed oil to our 
national reserves. Because of these 
men, and others like them throughout 
the industry, we can be sure our coun- 
try will never be one of the petroleum 
have-nots of the world. 


Quality Petroleum Products 


CITIES (4) SERVICE 
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to $1.40, to yield 7% at current 
price of 20, against existing 5% 
... Net on Reynolds Tobacco “B” 
should rise to around $6 next year, 
against roughly $3.75 for 1953. 
A $3 dividend, against $2 now, 
would be moderately under the 
present payout rate and well 
under the average current yield 
of 4.4% on the $2 rate. All the 
companies cited have good divi- 
dend records; and satisfactory 
to favorable 1954 prospects for 
sales and pre-tax earnings. 
Utilities 

In the fairly severe 1938 busi- 
ness slump, average earnings of 
electric utilities fell only 5%, 
dividends a little over 3%. A 
general recesion of 1937-1938 
scope seems unlikely—any 1954 
recession in utility earnings and 
dividends even less likely, in view 
of the continung strong growth 
in the residential load and the 
relatively new and major addition 
to it provided by television and 
air conditioning. Earnings and 
aggregate dividends will be ma- 
terially higher this year than last. 
With average dividend yields 
around 5.7% and ranging above 
6% in quite a few instances, se- 
lected issues are among the best 
for conservative income invest- 
ment. Some of the best are Ameri- 
can Gas & Electric, Cincinnati 
Gas & Electric, Cleveland Elec- 
tric, Commonwealth Edison, Con- 
solidated Edison, Consumers 
Power, Detroit Edison, Florida 
Power, Ohio Edison, Public Ser- 
vice of Indiana, and Southern 
Company. 





Investment Audit of 
U.S. Steel 
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corporation in the front rank in 
gaining its share of the available 
business on the Eastern Seaboard. 
As consumption requirements 
diminish, older and higher cost 
equipment can be taken out of 
production to bring down average 
costs. 

Dividend policy is an important 
consideration in evaluating se- 
curities. In this respect, U.S. Steel 
ranks high in an industry which 
is known for its feast-and-famine 
characteristics. A conservative 
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policy has been pursued since 
dividends were inaugurated on a 
regular basis in 1940. In the last 
ten years, assuming payments this 
year of $3 a share and earnings of 
about $7 a share, distributions to 
stockholders will have averaged 
about $2.23 a share annually and 
will have represented a payout of 
slightly more than 50 per cent of 
net available for the common. 
Earnings in the decade will aver- 
age about $4.30 a share. 

Now that dividends have been 
paid on a continuing basis for 
more than a dozen years, manage- 
ment undoubetedly would like to 
see the rate maintained on a stable 
basis. Such a policy would help 
bolster investment confidence, 
which has been difficult to culti- 
vate in the steel industry. Ac- 
cordingly, even though earnings 
should decline in the coming year 
—notwithstanding benefits of tax 
relief—directors probably would 
strain a point to maintain divi- 
dends at or near the current rate. 

Under the circumstances, 
shares of U.S. Steel even though 
subject to future market declines 
appear to offer an interesting me- 
dium for investment funds of in- 
dividuals willing to assume nor- 
mal business risks in return for 
an above-average return. Under- 
lying asset values seem to afford a 
basis for an optimistic attitude 
even in the light of current mildly 
unfavorable business conditions. 
It seems unrealistic to believe that 
investors will continue indefinitely 
to place such a niggardly value on 
properties that would cost so 
much more to replace and which 
have demonstrated their essen- 
tiality to the nation’s welfare and 
prosperity. 
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more adequate supply of pulp to 
meet P&G’s increasing require- 
ments. 

Within the 10 years to the close 
of the June, 1953, fiscal year 
P&G’s sales volume has risen from 
$302 million to a record $860 mil- 
lion in the 1950-51 months. Net 
sales in the fiscal year to June, 
last, of $850 million topped the 
previous year’s volume by more 
than $32 million, and was the sec- 
ond best year in the 48 year his- 
tory of the company in its pres- 
ent corporate form. Contributing 
to this growth have been the in- 
creasing volumes of both domestic 


and oversea business, the latter 
representing a substantial amount 
of earnings and tonnage and 
growings in importance. 


Colgate-Palmolive 


Colgate-Palmolive, too, has been 
showing a consistent growth in 
foreign sales with new sales highs 
being recorded in each of the last 
10 years to the close of 1952. Last 
year, foreign sales volume 
amounted to $135.6 million, up 
from $122.6 million in 1951, and 
falling just short of doubling the 
1947 volume of $62.9 million. Do- 
mestic sales, also, gained over 
1951, increasing by approximately 
$22 million to $245.6 million, al- 
though that figure fails to match 
1947’s record domestic volume of 
$259.3 million on a dollar for dol- 
lar basis. If, however, effect is 
given to price changes, 1952 vol- 
ume would have a slight edge on 
the earlier year. 

New high records are likely to 
be set by both companies in their 
current fiscal years. For the first 
six months of 1953, Colgate- 
Palmolive’s domestic sales rose to 
$134.1 million for a gain of $20.8 
milion over the same months of 
1952. P&G which, at the moment 
of writing, has yet to finish out 
its first quarter to Sept. 30, 1953 
is expected to show a sizable sales 
gain over the corresponding 
months of last year. Both com- 
panies have been intensifying 
their advertising and other sales 
promotion efforts in connection 
with their synthetic detergents, 
principal household brands among 
these being Colgate-Palmolive’s 
“Fab” and “Vel,” and P&G’s 
“Tide”, “Dreft” and “Cheer”, a 
companion product to these being 
P&Gs liquid detergent “Joy” sold 
as a cleatising agent for dishes 
and glasses. 

After comparing the two com- 
panies as detergent manufactur- 
ers, any further comparison 
brings us to a parting of the ways. 
Colgate-Palmolive over the years 
has gone rather heavily into the 
production of various toiletries, a 
highly competitive field, although 
its Colgate Dental Cream has long 
been one of the best sellers of all 
similar products on the market. 
Other products in the same cate- 
gory include lipstick, deodorants, 
taleum powder, lather and brush- 
less shave creams, tooth powders, 
and more recently “Rapid-Shave,” 
an aeroso! shaving lather, as well 
as an after-shave lotion, and a 
liquid and a cream shampoo. P&G 

(Please turn to page 46) 
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AMERICAN PNM| MARIETTA 


~.- now the G Nation’s Largest Producer of 
CONCRETE SEWER 
and DRAINAGE PIPE 
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American-Marietta’s expansion fulfills 
a national need by making exclusive 
products of these fine companies 
available to all America 


In the precast concrete field, our 
recent expansion has again increased 


LAMAR PIPE & TILE COMPANY —revolutionizing our growth potential. Designers and 
municipal sewer construction with the exclu- builders like the advantages of our 
sive oval-shaped ‘“‘Tunneliner” pipe, which many products and the way we 
passes through itself to extend a tunnel with- pace our activities with advance 
out surface excavation. research. There will be important 


benefits for both customers and 
shareowners as we better serve a 
growing America. 


CONCRETE PRODUCTS COMPANY OF AMERICA 
—famous for drainage pipe and pre-stressed 
concrete bridge sections with designs licensed 
to numerous other firms. 


UNIVERSAL CONCRETE PIPE COMPANY—leading 


a American- Marietta’s dy- 
manufacturer of concrete pipe for sewers and 


namic growth record is a 





ne . sa S story of planned expansion 
drains. Pioneers of flat-base pipe and package in diversified, basic indus- 
bridges for highway construction. tries. A copy of our 1953 
= Semi-annual Report of [. 
oe. Progress will be sent upon 


request. Address: Dept. CP. 





AMERICAN -MARIETTA COMPANY 


General Offices: American-Marietta Building, 101 East Ontario Street, Chicago 11, Illinois 
Plants Located Throughout the United States and Canada 





PAINTS ¢ CHEMICALS ¢ ADHESIVES « RESINS 
METAL POWDERS ¢ BUILDING MATERIALS * HOUSEHOLD PRODUCTS 
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matches the latter with “Drene” 
and “Prell” shampoos, and also 
manufactures “Lilt”, a home per- 
manent preparation. From here 
on, the divergence widens. 

Both companies, of course, are 
producers of glycerine, at first a 
by-product of soap making which 
has increased in importance. But 
Procter & Gamble is also a large 
cotton seed oil producer, operating 
through a subsidiary, 15 crushing 
mills throughout the south, 3 soya 
bean crushing mills, as well as the 
Memphis, Tenn., chemical pulp 
mill, the output of which is used 
in the manufacture of cellophane, 
gun cotton, rayon and other syn- 
thetic fibers. By 1954, its new 
Florida wood pulp mill should be 
in operation with an annual capa- 
city of 100,000 tons of dissolving 
pulp, the raw material for which 
will be supplied from approxi- 
mately 560,000 acres of timber- 
land owned by the Buckeye Cellu- 
lose Corp., also a subsidiary, in 
northern Florida. “Crisco”, a 
cooking fat and shortening is also 
another of P&G’s important and 
large selling products. 

On the other hand, Colgate- 
Palmolive, largely because of its 
more profitable toiletries lines, to- 
gether with its success in getting 
an increasingly larger share of 
the soap and synthetic detergents 
market, has been rapidly develop- 
ing greater earning power. Net 
for 1952, equal to $4.32 a share 
for the 2,311,976 shares of com- 
mon stock outstanding, lagged by 
only three cents a share behind 
P&G’s 1953 fiscal year earnings of 
$4.35 a share on 9,615,500 com- 
mon shares outstanding. This 
trend in Colgate-Palmolive’s earn- 
ings has been in evidence for the 
last four years. Results for 1951 
were the exception. In that year 
the company wrote down inven- 
tories by about $5 million, and the 
best it could show for the com- 
mon stock was $2.79 a share. 
Procter & Gamble, in its fiscal 
year to June, 1951, earned $5.31 
a share for its common stock. 
Colgate-Palmolive’s current cal- 
endar year promises to produce 
earnings well in excess of the 1952 
figure. Net for the six months to 
June 30, last, embracing a usually 
slow second quarter for the entire 
industry, was equal to $2.10 a 
share. This is a 32% gain ever 
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the like period of 1952. P&G ended 
its fiscal year last June, and has 
yet to release operating results for 
the first quarter of the new year. 
Indications are that the company 
will turn in some highly satisfac- 
tory figures for the three months 
and with business not only in this 
country but in foreign areas in 
which it operates now settled into 
a definite pattern and apparently 
more stable than in the past sev- 
eral years, the immediate outlook 
for P&G, as well as Colgate-Palm- 
olive is one of considerable prom- 
ise both in the way of better busi- 
ness and improved earnings. 

Both companies have strong 
finances. At the close of June, 
1953, P&G reported net current 
assets of $144 million, On that 
date cash amounted to $33 million, 
and the company was carrying 
U. S. Government securities val- 
ued at $26.6 million. Its long-term 
debt, created to finance the new 
Florida pulp mill, amounting to 
$30 million does not begin to ma- 
ture until April 1, 1963, and then 
at a rate of only $3 million per 
annum. Colgate-Palmolive’s fund- 
ed debt totals $35 million, $25 mil- 
lion of which matures beginning 
next year at the rate of $1 million 
annually, the other $10 million 
coming due in December, 1957. As 
of Dec. 31, 1952, the company had 
cash of $36 million and U. S. Gov- 
ernment securities of $7.7 million. 
Net current assets stood at $75.8 
million. 

Considering the strong finances 
and good earnings of the two com- 
panies there have been expectations 
in some circles that both might 
adopt a more liberal attitude as to 
dividends on their common stocks. 
At the present time P&G is main- 
taining a 65 cents a share quarter- 
ly rate, while Colgate-Palmolive 
has been paying out 50 cents a 
share quarterly and for the last 
three years accompanied cash dis- 
tributions with a year-end pay- 
ment of 5% in stock. It is possible 
that this latter payment will again 
be declared this year, but neither 
company is likely to make any 
change in cash rates as long as 
the excess profits tax is operating 
and funds are required for addi- 
tional expansion. It has long been 
a standing policy of the two com- 
panies to conserve cash and main- 
tain strong finances in order to 
operate in a highly competitive 
market necessitating broad adver- 
tising and promotional activities. 
Moreover, there is still the need 
for capital funds to cover future 
expansion. Colgate-Palmolive, at 


the close of 1952, estimated that 
plant and equipment projects then 
in process or approved for the im- 
mediate fature involved expendi- 
tures of about $21.5 million, and 
that additional projects are under 
consideration. While completion 
of P&G’s new pulp mill will prob- 
ably mark the end of the company 
major expansion program, it is 
expected that there will be a con- 
stant need for yearly expenditures 
for new product output and in- 
creased production. 

From a market standpoint, 
neither Colgate-Palmolive nor 
Procter & Gamble common stocks 
can be looked upon as possessing 
the characteristics of volatile is- 
sues. Both are currently selling on 
an equal yield basis, the return 
being approximately 4.3%, which 
is the mark of a sound investment 
rating. Both stocks are suitable 
for inclusion in cooperative port- 
folios. 





Investment Headaches 
You Can Avoid 
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of issues in a portfolio the greater 
the degree of vulnerability, each 
speculative stock being subject to 
special pressure in a declining 
market. It is far better to have 
much fewer issues as long as they 
are of the soundest character. Fur- 
thermore, an unduly long list ex- 
pands the need for close super- 
vision, which is ordinarily not 
within the capabilities of the av- 
erage investor. 

Portfolio #2 represents the 
holdings of an entirely different 
type of investor who has laid the 
groundwork for a sound program 
in line with his needs. This sub- 
scriber is the owner of a moder- 
ate-sized business and who desires 
to expand his capital over the 
years, taking as little risk as pos- 
sible with his over-all investment 
though realistically recognizing 
that some risk is unavoidable. It 
will be noticed that he has estab- 
lished the proper percent of re- 
serves and has further fortified 
his position by the inclusion of 
20% of his capital in sound pre- 
ferred stocks, one of them, Air 
Reduction preferred, an attractive 
convertible issue with future pos- 
sibilities of enhancement. His 
common stocks represent some of 
the strongest concerns in America 
and are well distributed as to in- 
dustrial classification, with a good 

(Please turn to page 48) 
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SELL ANY OF THESE 105 STOCKS—REINVEST IN 
ANY OF THE MASTER “BUY” LIST OF 70 STOCKS 





Who Is 
STANDARD & POOR’S 


Ever since 1860, this organization 
has assembled, analyzed, in- 
terpreted and published financial 
and investment information. 


This vital material is used by 
virtually all large banks, security 
dealers, and increasing thou- 
sands of corporate and individual 
investors. 


Since we cover continually thou- 
sands of widely held securities, 
we undertake a vast amount of 
fact-finding, research, statistical 
compilation and analysis. 


We maintain groups of highly 
trained experts, each member 
being carefully chosen for back- 
ground and knowledge of the in- 
dustry to which he is assigned. 
We employ field investigators 
from coast to coast. Corporate 
executives are interviewed reg- 
ularly. 


We secure important information 
of a type that never appears in 
newspapers or corporate state- 
ments. 


Our own conclusions concerning 
every significant company are 
checked constantly with the men 
in closest touch with the prob- 
lems we are investigating. In 
short... 


Standard & Poor’s is The Largest 
Statistical and Investment Ad- 


COMMON STOCKS AT THE CROSSROADS 


It Is Our Considered Opinion That Many Stocks Should Be Switched Now! 


Some of our most impressive ‘‘ 


name stocks’’ 


are rated unfavorably by 


Standard & Poor’s. We have prepared a special list of about 105 stocks 
that we consider are unattractively situated, and we believe funds can be 
invested to greater advantage in other selected issues. 


This should not be interpreted as bearish. The funds released from the 
sale of these stocks should be reinvested. We are presenting our clients 


with a Master List of 70 strongly situated 
stocks—stocks for safety first—stocks for 
steady income—stocks for appreciation; 
in short, reinvestment recommendations 


covering different objectives. 


Look at This Simple Diagram... 





We are today at Point A. If you switch 
into stronger stocks now, you pay no 
price penalty. For many attractive is- 
sues are in the same price range as 
issues with poorer prospects. 

BUT... if you decide to switch later— 
say, six months or a year from now— 
your stocks may be at Point D or Point 
F. The stocks you might have bought 
may then be at Point C or E. 

The gap between C and D—the gap 
between E and F—represents the loss 
you may take later by failing to switch 





visory Organization in the World. 
into better stocks now. The difference 


in gains could be substantial. 


Opportunity for Investors Who Select the Right Stocks 


Don’t make the mistake of holding on to stocks that may not hit the come- 
back trail for years. Forget sentiment. Forget big, impressive names. Forget 
everything except that the very same funds tied up in unfavorably situated 
stocks may be invested in issues with bright prospects—stocks that could 
bring you better, safer dividends, better capital gains. 


This is no time to default on the opportunity of making profitable investments. 


Because many uncertainties are present today, it does not follow that the investor 
should withdraw from the market. Money in the safe-deposit box does not provide 














MOST IMPORTANT 
PERIOD AHEAD! 


It is time that investors look at the eco- 
nomics of our business situation and strike 
a balance between credits and debits. 
Business has been booming—in total— 
but a multitude of little recessions are 
operating within the orbit of the big boom. 
It’s only a question of which stocks to 
sell, which to reinvest in; it is also a matter 
of the right industries. 

If you will fill in the coupon below, we will 
start The OUTLOOK coming to you at 
once and we will include the 105 Switch 
List Stocks and the 70 “Buy” recom- 
mendations. 

The downturn from Boom levels to Normal 
is going to present very real investment 
problems. This is no time to coast. It is 
time for action. It is time to take aboard 
the pilot. One of the best investments you 
could make at this time would be to have 
The OUTLOOK come to you on a trial 
subscription for the next three months. 
Each week it brings you clear, unbiased, 
unhedged advice concerning general in- 
vestment policy, as well as specific Sell and 
Buy advices for the preservation and 
appreciation of your capital. 





an income, nor opportunity for profit. 

For investors with courage and foresight, this period could be a most satisfactory 
one—a time in which to lay the foundation for future profits. So take a long and 
honest look at your stocks now. Hold nothing sacred. Compare your stecks with 
Standard & Poor’s list of issues that should be switched. 

REMEMBER . . . doing nothing in today’s market may be dangerous and costly. 
That’s why we urge every investor to study the list of about 105 stocks which our 
analysis reveals should be earmarked for switching. For the same reason you should 
see our Master List of 70 Recommended Issues. 

The very least you should do is to check your holdings against our Switch List now. 
Mail the coupon and this helpful list, plus our Master List, will reach you in a few 
days. 


ACT NOW=—SPECIAL OFFER 





STANDARD & POOR’S CORPORATION 


The Largest Statistical and Investment Advisory 
Organization in the World 


345 Hudson Street ) 


New York 14, N. Y. 





OCTOBER 3, 1953 





Standard & Poor's Corporation 
345 Hudson Street, New York 14, N. Y. 
Gentlemen: Please enter my subscrip- 
tion to The OUTLOOK, as indicated be- 
low. Start service at once and bill me 
later. I understand that this subscrip- 
tion entitles me to: 
a) List of about 105 Stocks Rated 
witch 
b) Master List of 70 Recom- 
mended Stocks 
) One copy of S&P’s Stock Guide 
) Security Record Folder 
Brochure ‘‘How to Use The 
OUTLOOK For Successful In- 
vesting” 
(f) Binder to house the weekly 
issues 


( ) 3 Months, $18 
( ) With Airmail $19.60 


AT NO 
EXTRA < 
COST! 
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Name 

Address. 

city... ome ate 
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A-704-180 

No transfer of this subscription shall be 


made without client’s consent. 
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balance of “defensive” stocks as 
against “growth” stocks. It is a 
convenient and manageable list 
and offers a striking contrast, in 
this respect, to the unwieldy and 
“a arranged list in portfolio 


Portfolio #2 has been arranged 
with a definite purpose in mind. 
Portfolio #1 is an aimless affair. 
Every stock in Portfolio #2 has 
been selected carefully. The stocks 
in portfolio #1 apparently were 
acquired at different intervals 
without reference as to the condi- 
tion of previous investments. In 
this group, there has been no 
effort to improve the basic posi- 
tion of the total portfolio, merely 
adding one speculative stock to 
another, ignoring the fact that the 
vulnerability of the total list was 
thereby increased. 

Although the losses are consid- 
erable in portfolio +1, the in- 
vestor should make a firm decision 
to re-arrange the list on a basis 
that would provide greater se- 
curity. All of the obviously specu- 
lative issues should be eliminated 
and the losses utilized to minimize 
income tax requirements, so far as 
is possible. Assuming that the list 
were entirely reconstructed and 
approximately $20,000 made 
available for re-investment (in- 
cluding retention of several of the 
stronger issues) the investor 
should devote $5,000 or 25% to 
reserves, such as indicated in 
portfolio #2. The balance can be 
invested on the basis of $1500 
apiece in each of the ten stocks 
listed in that portfolio. This would 
provide a sound basis for future 
investment and offer this particu- 
lar investor much greater peace of 
mind than she can obtain from 
her present holdings. 

The owner of portfolio #2 has 
a good, strong investment list and 
should not disturb it. 


EMPLOYMENT AND WAGES 
IN THE UNITED STATES 
By W. S. WOYTINSKY and Associates 


This book presents a factual survey of 
Americans at work. It tells how many 
of our people make up our total work- 
ing force, what their ages are and how 
they are distributed in various parts 
of the country and in various occupa- 
tions. The survey shows the ups and 
downs of employment, and describes 
worker and employer organizations and 
relationships, the role of unions, and 





the conditions under which the work of 
the country is carried on. It contains 
an analysis of what determines wage 
rates, the effects of wages on general 
economic conditions, and the long-run 
outlook for a continued rise in real 
wages and standards of living for work- 
ing Americans, 
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As Copper Adjusts to 
Competition in Metals 





(Continued from page 31) 


depletion, for the 1953 first half- 
year was equal to $1.96 a share, 
as compared to .$1.83 a share in 
the like period of 1952. Net for 
the full year of 1953 is likely to 
fall short of matching the $3.67 
a share, before depletion, shown 
for 1952, but final results -should 
be sufficient to protect the cur- 
rent $3.00 a share annual dividend 
rate, although continuance of dis- 
bursements at this level through 
all of 1954 will depend upon the 
course of events. 

Phelps Dodge, like its contem- 
poraries, Anaconda and Kenne- 
cott, has strong finances. At the 
close of 1952 it had cash and U. S. 
Government securities totaling 
$119 million, and carried invest- 
ments made up of 100,000 shares 
of Amerada Petroleum and 293,- 
000 shares of American Metal 
Co., common stock, at $27 million. 
On the same date Anaconda had 
close to $107 million in cash and 
U. S. and Canadian Government 
securities. Net current assets 
stood at $118.5 million. Kennecott 
topped the trio with cash and 
U. S. Government securities 
amounting to $255 million as part 
of net current assets of $268.8 
million. 


American Smelting & Refining 


Price weakness in lead and zine 
finds reflection in American 
Smelting & Refining Co.’s first 
half-year earnings in 1953. Net 
for the period was equal to $1.37 
a common share, contrasting with 
$2.85 a share earned in the like 
period of the preceding year. Cop- 
per production has played a minor 
role of late in the company’s ac- 
tivities, output last year being less 
than 40 million pounds. By 1954, 
however, its Silver Bell mine in 
Arizona should be operating with 
production there rising to ap- 
proximately 36 million pounds an- 
nually. At the Toquepala, Peru, 
property the company has com- 
pleted drilling that shows ore re- 
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serves of more than 400 million 
tons of better than 1% copper 
which can be taken out by open 
pit methods. Before operations 
can begin, however, the deposit 
must be stripped of its surface 
covering and all necessary equip- 
ment, including power plant, con- 
centrator, smelter and other fa- 
cilities constructed and made 
ready for operation. This will 
involve expenditures of approxi- 
mately $160 million. It is estimat- 
ed that Toquepala will be cap- 
able of producing 100,000 tons of 
blister copper annually for the 
first 10 years; 85,000 tons for the 
next 20 years, and about 68,000 
tons in each of the folowing 16 
years. 

This development, however, is 
several years away from becom- 
ing a producing property. In the 
meantime, American Smelting is 
expanding in other directions, 
having completely merged Fed- 
eral Mining & Smelting Co., into 
its organization early in 1953, and 
joined with Stauffer Chemical 
Co., and Kennecott Copper in the 
formation of Western Phosphates, 
Inc., for the production of treble 
super-phosphate, ammonium 
phosphate and fertilizer grade 
phosphoric acid. 

As for the immediate outlook, 
continued softness in the lead and 
zinc market will most likely hold 
second half-year earnings under 
first six months’ net. In view of 
this, the company has already cut 
its quarterly dividend to 50 cents 
a share, with the lower rate being 
protected to some extent by the 
company’s strong finances and 
capital surplus. 

Copper stocks always have fol- 
lowed a definite cyclical pattern, 
scoring price gains in boom per- 
iods and quickly receding from 
their high levels at the first sign 
of a slackening in demand for the 
metal. The action of this group 
within recent months has been ac- 
cording to the pattern. Upon the 
ability of the industry to hold 
copper at or close to present prices 
depends the life of current divi- 
dend rates, particularly on those 
issues representing the higher cost 
producers. First half-year’s earn- 
ings indicate that the margin over 
dividends has narrowed. While 
the cash position of the major 
companies is sufficiently strong to 
warrant continuation of current 
dividend rates, some doubt con- 
cerning the ability of most com- 
panies to maintain present liberal 
disbursements seems justified. It 
may be, therefore, that total divi- 
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dends paid by the industry in 
1954 will be somewhat less than 
the amount distributed in 1953. 





The Business Analyst 





(Continued from page 36) 


minor contraction in sales volume would 
tend to upset the inventory-sales ratios 
and could contribute to a general con- 
traction of forward purchases and in- 
ventory liquidation. This is an area that 
needs to be watched carefully. 

Residential housing starts, which 
made a much better showing than ex- 
pected earlier this year, now are de- 
clining more than seasonally. The de- 
cline in new family formations may be 
catching up with the building boom at 
last. This will be a near record year 
for residential construction, but with a 
distinct downward trend that suggests 
that 1954 will show a somewhat lower 
figure for new housing starts. 

Capital expenditures for new plant 
and equipment, according to recent 
surveys, will show a greater than sea- 
sonal drop in the fourth quarter but 
from a very high level earlier in the 
year. Government defense expendi- 
tures, although still very large, are de- 
clining and further contraction of de- 
fense spending is scheduled for next 
year. This is having some effect on 
capital expenditures. 

Consumers’ durable goods, the un- 
derlying basis of all business booms, 
are not moving as well as during the 
first half of the year. Durable sales are 
influenced to some extent by the trend 
in residential construction. Automobile 
dealers are reported to be cutting prices 
deeply on 1953 models. 

Net farm income will show a decline 
of 6 to 7 percent this year, and the 
decline is expected to continue into 
1954. Agricultural implement and fer- 
tilizer manufacturers as well as the mail 
order houses and other suppliers of the 
farm market are feeling the decline in 
farm income. 

The boom apparently is off the post- 
war business boom but that does not 
necessarily add up to more than a 
minor setback in the foreseeable future. 
With fixed costs high and comparatively 
rigid, profits in numerous industries may 
be affected more than volume. 

Washington is keeping a close eye 
on the business situation, and is said 
to be ready to adopt counter measures 
if any slowdown of consequence de- 
velops. This is reassuring, although 
there are some economists who doubt 
whether, in view of the age of the post- 
war business boom, counter deflationary 
measures can do more than slow down 
the tempo rather than reverse it once 
a setback gets under way. 

(Please turn to page 50) 
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INSECTS 


Another BORG-WARNER engineering achievement! 


| It’s no longer enough for a combination door 


to keep out only cold and insects. For this 
remarkable Ingersoll 3-Way Combination 
Door—thanks to Borg-Warner engineering 


| —shuts out heat as well! 


You see, only the Ingersoll 3-Way has 
amazing KoolShade Sunscreen—a bronze 
wire miniature outside venetian blind that 
not only bars insects, but also blocks up to 
90% of the sun’s heat rays. Light comes in, 
but heat, glare and insects stay out. 


For winter protection, the KoolShade in- 
serts are replaced in seconds with snug-fitting, 


| weather-tight panels of glass—thus providing 


all-year weather protection. 


All Aluminum—Full Inch Thick 


All extruded aluminum, the Ingersoll 3-Way 
is a full one inch thick—extra strong, extra 
rigid, yet light in weight. Aluminum jamb 
fits over door frame to assure tight fit. Large 
upper insert provides full vision. Center mul- 
lion located to serve as convenient push-bar. 

Developed by Borg-Warner’s Ingersoll 
Products Division, the Ingersoll 3-Way is a 
striking example of how “B-W engineering 
makes it work—B-W production makes it 
available.” For full details, address Ingersoll 
Products Division, Borg-Warner Corpora- 
tion, Dept. KS-22, 310 South Michigan 
Avenue, Chicago 4, Ill. 


B.W encineerinc MAKEs IT WORK 
B-W propuction MAKES IT AVAILABLE 


Almost every American benefits every day 
from the 185 products made by 
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Borg-Warner 


THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: ATKINS SAW 
- BORG & BECK @ BORG-WARNER INTERNATIONAL © BORG-WARNER SERVICE PARTS © CALUMET STEEL 
CLEVELAND COMMUTATOR © DETROIT GEAR © FRANKLIN STEEL © INGERSOLL PRODUCTS 
INGERSOLL STEEL © LONG MANUFACTURING * LONG MANUFACTURING CO., LTD. © MARBON 
MARVEL-SCHEBLER PRODUCTS © MECHANICS UNIVERSAL JOINT © MORSE CHAIN © MORSE CHAIN CO.,LTD. 


PRODUCTION 


NORGE e NORGE HEAT © PESCO PRODUCTS © REFLECTAL © ROCKFORD CLUTCH © SPRING DIVISION 
WARNER AUTOMOTIVE PARTS © WARNER GEAR © WARNER GEAR CO.,LTD. ¢ WOOSTER DIVISION 
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The Business Analyst 





(Continued from page 49) 


One of the greatest sources of danger 
in the economic situation, and one that 
is all but ignored by most business men 
and investors, is the topheavy level of 
commodity prices. Judged by any stand- 
ards, the commodity price level still is 
high, more than double prewar. His- 
torically, sharp downward price read- 
justments always have followed the ter- 
mination of inflationary wartime and 
postwar business booms. Government 
price supports to farmers have strength- 
ened one of the weakest links in the 
commodity price chain. But, commodity 
prices are “made” in world markets 
rather than in the domestic market 
alone, and governmental measures 
might prove comparatively ineffectual 
if the world price downtrend acceler- 
ated as a result of slowing business ac- 
tivity abroad as well as here. 





Our Political—Trade Stake 
In Canada 





(Continued from page 21) 


carry-over, is one of the largest 
on record. 

All these developments, the pos- 
sibility of recession here, the de- 
clining prices of Canadian raw 
materials, and the growing diffi- 
culties in disposing of farm prod- 
ucts — should bring pressure on 
the Canadian dollar in view of the 
existing heavy deficit in Canada’s 
payments with the United States. 
During the past two years and 
again this year, Canada will have 
to pay at least one billion dollars 
to settle current accounts with 
this country, ie. to pay for the 
excess of imports, interest and 
dividend payments and freight 
charges. 

In 1951 and 1952, Canada was 
able to settle the huge deficits 
with funds received from other 
countries (largely for the mer- 
chandise export surplus), and 
with the proceeds of capital in- 
flow. As a matter of fact, the 
capital inflow in particular was 
so heavy that Canada was able 
to accumulate considerable gov- 
ernment and private bank bal- 
ances in the United States. 

This year the capital inflow will 
still be heavy, but the export sur- 
plus in trade with countries other 
than the United States will prob- 
ably yield only half as much as 
in 1952. That the Canadian dollar 


has not responded to this chang- 
ing situation and that it continues 
remarkably steady is due to “the 
cushion” of private funds that 
Canada has been able to build up 
in the United States. These funds 
serve as “the first-line protection” 
of Canada’s official dollar and 
U.S. dollar reserves. 


Investment Capital Inflow 


The continuation of the heavy 
flow of U.S. funds to Canada — 
something like $165 million were 
sent to Canada during the first 
six months of 1953 — indicates 
that the latest phase of Canada’s 
economic expansion which began 
in 1950 is by no means over. 
About three-fourths of the 1953 
capital flow was related to expan- 
sion of mining and petroleum 
industries, including associated 
transportation facilities. Mean- 
while British, Swiss and Dutch 
investors have been paying in- 
creasing attention to investment 
opportunities in the Dominion. 

Seen historically, Canada’s ex- 
pansion is only beginning. The 
great hopes felt for Canada’s 
future rest not only on the pos- 
sibilities of her internal market 
but also on her strong basic posi- 
tion in the world economy. Indus- 
trialization is raising and diversi- 
fying her export potential. Many 
of her raw materials, according 
to the Paley Report, will move 
into an increasingly strong selling 
position given the expected in- 
crease in world population and 
industry over the next quarter 
century. Even Canada’s agricul- 
tural exports, now perhaps the 
subject of greatest concern, 
should be well maintained as long 
as the growth of world food pro- 
duction continues to lag behind 
the growth of world population. 

As to our future political and 
economic relations with Canada, 
we, in this country, will have to 
realize that these relations would 
be hurt by our patronizing atti- 
tude of the past. Canada is now 
a “Middle Power” developing an 
empire as large as this country. 
Our mutual affairs may grow 
more complicated than in the past, 
and more than good-will will be 
required to avoid irritations and 
disputes. To quote the Canadian 
Ambassador to the United States, 
“More than ever are required the 
stern virtues of sober judgment, 
hard work, and recognition of the 
general interest over local pres- 
sures and demands.” 





Keeping Abreast 





(Continued from page 41) 


the current buying habits of the 
non-white population in rural 
areas south of Johannesburg. The 
survey will take several months 
to complete and will require pa- 
tience, ingenuity and an under- 
standing of African culture. 
Those doing the interviewing will 
have a combined need of six lan- 
guages, including English, Zulu, 
Sechuana, Sesute, Fingo and 
Xosa. On the results of the work, 
Chesebrough will base a new ad- 
vertising and promotional cam- 
paign in Africa. 





Government Solvency 
Involved in New 
Defense Planning 





(Continued from page 11) 


April 1 of income, corporation 
and excise taxes. This gap must 
be closed. 

That it will be closed and with- 
out serious impairment of the de- 
fensive power of the nation seems 
more than likely, always provided 
that no new explosion occurs in 
Korea or at any other incandes- 
cently glowing trouble spot of the 
world — Indo-China, Trieste or 
where not. The Administration 
is determined upon rigid economy 
and an almost inspired way of 
finding methods of saving. It will 
be accused of cheese-paring but 
every board of directors knows 
that cheese-paring can balance 
budgets and show final profits! 





New Electronics Age 
Developing 





(Continued from page 15) 


and flue dust from major public 
utility plants in Pennsylvania, 
Ohio, Kentucky, Illinois, Alabama 
and West Virginia. The Tennessee 
Valley Authority also is expected 
to provide samples. 

Government chemists already 
are working on a standard method 
of measuring the percentage of 
the element in coal ash and flue 
dust. It plans research on cheaper 
methods of germanium recovery 
from coal products. A logical out- 
growth of this research in ger- 
manium recovery, if successful, 
would be for large-scale users of 
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coal to build their own by-product 
germanium refineries. 

Government interest in this 
chemical element, which sired the 
transistor, is due in iarge measure 
to its importance to the national 
security program. In military 
electronics, as an example, the 
simplicity and ruggedness of the 
transistor will have a direct effect 
on all equipment, especially that 
which is airborne. In a period 
when the Government is stretch- 
ing out and cutting back on the 
security program, there is at the 
same time a renewed emphasis on 
vast radar networks and “counter- 
measures” (the business of knock- 
ing out the other fellow’s radar.) 
It should not be too difficult, even 
for the man in the street, to gain 
a measure of the transistor’s im- 
portance to the nation and, indeed, 
the whole free world. 

Already, American industry has 
given signs that it will ease our 
dependence on germanium as the 
source material of the transistor. 
E. I. du Pont de Nemours & Co. 
several months ago announced de- 
velopment of a process to make 
pure silicon which may lead the 
way to more powerful and less 
bulky electronics products. By this 
process, du Pont claims it has 
opened up an unlimited source 
for transistors. 

According to du Pont, the pure 
silicon may become an important 
competitor of germanium. Silicon 
is a non-metallic element which, 
with the exception of oxygen, is 
the most plentiful in the earth’s 
crust. Pure silicon could widen 
greatly the transistor development 
since it works over a much wider 
temperature range than other ma- 
terials available. A price tag of 
$430 a pound has been placed on 
the product, but the du Pont peo- 
ple have noted that a pound goes 
so far that the unit cost per ap- 
plication is but a few cents. Pure 
silicon, as made by du Pont, is a 
brittle, gray sparkling element 
that is a little lighter than alumi- 
num. 

In connection with these new 
developments, it is worth noting 
that germanium is not a new 
metal discovery, even if its great 
usefulness is only now being real- 
ized. It was discovered in 1886 
by a German scientist, Clemens 
Winkler, who gave it the name of 
his native land. But it was not 
until 1942 that its value in elec- 
tronics was discovered at Purdue 
University. 

Somewhat newer, however, is 
the feverish scramble for patents 
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Colleges Benefit from Dividends 
Colorado College, a Philip Morris Share 
Owner, is one of many colleges, universities 
and churches aided in meeting expenses by 
the receipt of corporate dividends. Gifts made 
to the College in the past and invested in 
Philip Morris and other U. S. companies help 
maintain this institution and, through scholar- 
ships, help many students to prepare for the 
future in a free and democratic America.* 
*From Annual Report—1953 






108th 
COMMON 
STOCK 
DIVIDEND 


CUMULATIVE PREFERRED STOCK 
The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
| the 3.90% Series have been de- 
i clared payable November 2, 
1953 to holders of record at the 
close of business on October 
15, 1953. 

COMMON STOCK ($5.00 Par) 

A regular quarterly dividend 
of $0.75 per share has been 
declared payable October 15, 
1953 to holders of record at 
the close of business on Octo- 
ber 1, 1953. 


L. G. HANSON, Treasurer 
September 16, 1953 
New York, N. Y. 
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The directors have declared a regular 
quarterly dividend of 50¢ per share on 
the $12.50 par value Common Capital 


September 1, 1953 





Keatrice Foods Co. 
DIVIDEND NOTICE 


Stock payable October 1, 1953 to share- 
holders of record September 15, 1953. 


William G. Karnes, President 











in the electronics field by those 
companies which have a vital 
stake in the development of the 
transistor. Leading are American 
Telephone & Telegraph and Gen- 
eral Electric. Also well up in the 
race are Radio Corp. of America, 
Sylvania Electronic and Raytheon. 

Anxiously scanning this race 
are the makers of the giant digital 
computers, such firms as Inter- 
national Business Machines Corp., 
Remington Rand and Underwood. 
As a consequence of the transistor 


development, their giant digital 
computers, or so-called magic 
brains, which now use thousands 
of vacuum tubes and occupy a 
large-size room, can conceivably 
become small enough and, inci- 
dentally, reliable enough to apply 
to everyday business and indus- 
trial problems as we now apply 
comptometers. These companies, 
giants of the business-equipment 
field, already have made major in- 
vestments in electronic computers, 
(Please turn to page 52) 











New Electronics Age 





(Continued from page 517) 


but even these may be dwarfed 
by the needs for new designs and 
new products arising out of the 
advent of the transistor. 

In the new-born electronics age 
it is not easy to assay the part 
the transistor will play. But at a 
conservative guess, it should have 
a major revolutionary role rival- 
ing that of the development of the 
vacuum tube by Lee De Forest 
back in 1906. Whereas Mr. De 
Forest introduced electronics in a 
vacuum to an infant industrial 
society, the transistor has utilized 
electronics in a solid in an indus 
try whose annual billings are now 
of multi-billion-dollar size. 

One of the top developments in 
recent American industrial his- 
tory has been the astonishingly 
rapid growth of the electronics 
industry, in which the transistor 
gives promise of playing a vital 
role. From every indication, the 
electronics business seems about 
to burgeon into one of the most 
important created as a result of 
the impetus to research which 
stemmed from war-time needs. 
This lusty infant industry reached 
a point where it did a gross 
business of about $4 billion in the 
year that ended July 1. Thus, in 
more ways than one, the tran- 
sistor will not be operating in a 
vacuum. 





Earnings vs. Market Action 
of 8 Basic Groups 





(Continued from page 12) 
as follows in order of superiority: 


1) chemical 5) textile 

2) public utility 6) automobile 
3) oil 7) steel 

4) electrical 8) rails 


As indicated in the above table, 
it was then estimated that the best 
chances for the highest market 
values were in the chemical group 
with the others following in the 
order given. 

However, the relative position 
of these groups has changed since 
1950. By the end of 1952, which 
roughly approximated the high- 
est point of the 1950-1953 bull 
market (actual highs made Janu- 
ary 1953), only chemicals, elec- 
trical, steel and railroad stocks 
remained in their respective posi- 
tions. The remainder changed as 
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follows: public utilities went to 
third position against second; oils 
went to sixth position instead of 
third; motors went to fifth posi- 
tion instead of fourth. The tex- 
tiles, surprisingly, went to second 
position but this was on account 
of the distortion in the price times 
earnings ratio owing to the fact 
that while earnings in this groups 
had sharply declined, stock prices 
were relatively stable — after a 
long market drop — so that the 
better ratio actually gave a mis- 
leading impression of investment 
worth. Disregarding this group 
for the reasons mentioned, it is 
clear from the above that the mar- 
ket “changes its mind” about the 
relative worth of earnings as be- 
tween groups and individual 
stocks. 

In this analysis, thus far, we 
have described the action of lead- 
ing stocks within the groups. It 
is of equal importance to note the 
action of the secondary and mar- 
ginal stocks. (Individual stocks in 
these categories, as well as the 
leaders, are listed in the accom- 
panying table). It is reeommend- 
ed that their relative market ac- 
tion, as indicated in the table, be 
carefully studied as they show the 
different valuations placed on 
earnings of groups and individual 
representatives of these groups. 

In the intermediate and mar- 
ginal stocks, the difference in mar- 
ket valuation is even more pro- 
nounced than in the case of the 
leaders. Thus, in the medium-sized 
companies (placed in the table 
in second position in each group) 
it took $2 of earnings in 1950 for 
the electricals to produce $1 of 
market price in contrast to each 
dollar of chemical earnings. In 
the leading stocks, the difference 
was narrower as it took only $1.65 
of electrical earnings as against 
$1 of chemical earnings to produce 
a dollar in market value. 

Some other illustrations of this 
situation among the medium- 
group stocks in each group re- 
ceived a proportionately higher 
market valuation than issues in 
the medium group. 


The Disparity Widens 


By the time the end of the bull 
market was reached the disparity 
was even greater in a number of 
instances. Thus, it took $3.30 in 
earnings of medium companies 
in the electrical group to produce 
$1 in market value, as compared 
to $1 of chemical earnings, where- 
as in 1950, it took only $2. Obvi- 


ously, the market took a less fav- 
orable view of secondary electrical 
company earnings at the end of 
1952 than it did in 1950. The same 
was true of the rails, where it was 
possible to buy almost twice as 
many dollars of earnings for each 
dollar in market price than was 
possible two years earlier. It was 
different with the leaders in the 
rail group which maintained the 
same relative price times earnings 
ratio as in 1950. It is evident, 
then, that the medium group fared 
less well than the leaders, in the 
period under discussion. 

It is more difficult to analyze 
the action of the marginal group, 
since individual factors in each 
individual issue are so varied as 
to make it impossible to arrive at 
any general conclusions as in the 
case of the leading and medium 
issues. However, it is significant 
that between 1950 and the end of 
1952, virtually marking the limits 
of the bull market, market valua- 
tion of the speculative (marginal) 
issues increased slightly as com- 
pared with the other two groups. 
For example, among the leaders, 
earnings per share at the end of 
1952 were valued at an average 
of 80% above those at the peak 
of the 1950 market whereas the 
marginal group advanced an av- 
erage of only 25%, a compara- 
tively poor showing in a pro- 
longed upward general market. 
The medium companies advanced 
about 60%, so that again the mar- 
ginal issues performed poorly in 
comparison. 

Bringing this survey down to 
date, we find that the chemicals 
have still maintained their prime 
position, though the impact of the 
market decline since February 
has diminished the price times 
earnings ratio, along with other 
groups. But major changes have 
taken place in the relative posi- 
tion of all the other groups. In 
order to bring out the contrast 
as between 1950 and current 1953 
we will repeat the order in which 
they were rated as to value of 
earnings in 1950 and their posi- 
tion at the present time: 


Recent 
1950 1953 
chemical] (1) (1) 
public utility (2) (3) 
oil (3) (6) 
electrical (4) (2) 
textiles (5) (4) 
automobiles (6) (5) 
steel (7) (8) 
rails (8) (7) 


The marked shifting in position 
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of most groups is conspicuous. It 
will be observed that at present 
the chemicals, public utilities and 
electricals, in that order, have 
maintained or improved their 
position in the past few years not- 
withstanding important changes 
in the general market. Apparent- 
ly, investors have convinced 
themselves that these are the best 
groups. An interesting fact is 
that steels have displaced rails at 
the bottom of the list, rails moving 
up one notch. Apparently, earn- 
ings of these groups, despite their 
high levels, continue to fail to at- 
tract substantial investment sup- 
port. It is also interesting to note 
that the oils have moved in three 
years from third to sixth position, 
indicating lessening confidence as 
to the earnings future of this in- 
dustry. It may be inferred that 
only the three groups mentioned 
-—chemicals, utilities and electri- 
cals—have more or less passed the 
severe investment tests of the past 
few years, although the chemicals 
have also commenced to show 
some signs of softening in market 
price structure. Nevertheless, 
they continue to remain at the top 
based on market valuation of 
earnings. 

Among individual stocks in the 
leading group, the best relative 
performance has been by the fol- 
lowing: Monsanto Chemical, Gen- 
eral Electric, Atchison, Cincinnati 
Gas & Electric, and Gulf Oil. 
Among the medium stocks, only 
one stock gave a consistently good 
performance, namely Consolidat- 
ed Edison. Among the so-called 
“marginal,” or lesser group, the 
following gave a fair perform- 
ance, the rest being relatively 
poor : Houston Oil, and West Penn 
Electric. The generally superior 
action of the stocks mentioned 
above, in relation to their earn- 
ings, may be construed as a fav- 
orable indication. 

Except in cases of very low 
earnings, where the price times 
earnings ratio is insignificant as 
an indication of worth, this analy- 
sis shows that the ratio is valu- 
able mainly as a basis of com- 
parison between groups, and 
stocks within the groups. It has 
been shown that the position of 
the groups changes from year to 
year and that only a minority 
maintain or improve their posi- 
tion over a period of time. These 
changes should be watched as a 
reflection of investment valuation 
on the broadest possible scale, rep- 
resenting, as they do, a consensus 
of informed opinion over a signi- 
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ficant period of time. 

Above all, the investor should 
not be misled by a too narrow 
view of earnings. Their value dif- 
fers widely, according to group 
and individual prospects and will 
be so recorded in market prices. 
The best practice, therefore, is to 
establish the relationship of indi- 
vidual earnings with those of 
other industries and with com- 
panies in the same industry in 
order to obtain a more realistic 
view of the fundamental way in 
which the market rates these par- 
ticular earnings. 
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(Continued from page 42) 


During February 1953, price 
controls for the tobacco industry 
ended and all companies obtained 
relief through increased prices to 
offset in part the increased costs 
of materials, tobacco and labor. 
The higher prices were not in 
force long enough in the fiscal 
year just closed to give Philip 
Morris much benefit but it should 
have an important influence on 
earnings for the current year. 

Earnings for the three months 
to June 30, 1953 showed sales of 
$77,357,280, net profit $3,322,251, 
equal to $1.23 per common share. 
This compares with the same 
three months in 1952 when sales 
were $78,655,192, net profit $2,- 
716,318 equal to 98 cents per 
share. Number of common shares 
outstanding in both periods was 
2,448,121. 


Minnesota Mining & 
Manufacturing Company 

“Am enclosing a_ self addressed 
stamped envelope for your reply in re- 
gard to my inquiry on Minnesota Min- 
ing & Manufacturing Company. You 
have stated in your magazine that this 
is a growth company so I am interested 
in receiving late earnings of this com- 
pany and also principal products they 

manufacture.” 
E. J., Milwaukee, Wisconsin 


Record sales of $106,234.119 
for the first six months of 1953, 
a 20% increase over the same pe- 
riod last year, were reported by 
Minnesota Mining & Manufactur- 
ing Company. First half sales in 
1952 were $88,074,407. 

Sales during the three months 
ended June 30 were $55,171,997, 
the largest quarterly sales volume 
in company’s history. Second 
quarter sales last year were $44,- 
100,954. 

Net income before taxes for the 
first half amounted to $26,606,111 








The ARO EQUIPMENT CORP. 
Bryan, Ohio 


Quarterly 
Dividend Notice 


The Board of Directors has de- 
clared a quarterly dividend of 
30¢ per share of common stock 
payable October 15 to share- 
holders of record at the close 
of business October 1, 1953. 


L.L. HAWK 
Sec.-Treas, 
September 17, 1953 
= wail 














compared with $20,000,720 for 
the same period last year. First 
half profits after taxes and pre- 
ferred stock dividends rose from 
$7,287,400 in 1952 to $8,862,021 
this year. Earnings per share for 
the six months were $1.09 com- 
pared with 91 cents for the cor- 
responding period last year. 

Federal income taxes including 
excess profit taxes for the six 
months totalled $17,550,000, or 
$2.15 a common share. 

The company achieved further 
diversification of its product line 
in June through the acquisition 
of the American Lava Corporation 
of Chattanooga, Tennessee. 

American Lava Corporation, 
now operating as a wholly-owned 
subsidiary, produces more than 
40,000 types of ceramic electrical 
insulating materials, most of 
which are used in the manufacture 
of radio and television compon- 
ents. It also produces crucibles, 
nozzles and _ chemical-resistant 
fittings for the thermal and chem- 
ical industries and thread guides 
for the textile industry. 

The parent company produces 
cellophane, filament, masking, 
electrical insulating and sound re- 
cording tapes; coated abrasives; 
reflective products; roofing gran- 
ules; printing accessories; syn- 
thetic rubber; adhesives and 
coatings; and chemicals. 





Correction 

On page 746 in the Sept. 19 issue, the 
National Airline dividend was referred 
to as a semi-annual dividend of 25 cents 
a share. The dividend payment has been 
changed to 15 cents a share quarterly, 
placing the stock on a 60-cents a share 
annual basis. The indicated dividend for 
1953 is 55 cents a share as stated in the 
table on page 725. 
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agriculture affords one more les- 
son that planning by the State 
and collectivization of the means 
of production are poor substitutes 
for the individual initiative inher- 
ent in the free market economy 
no matter how big a policing ap- 
paratus is available to put the 
necessary “heat” on the recalci- 
trants. The new Russian policy is 
a striking tribute to free market 
principles. After 35 years of ne- 
glect, Comrade Krushchev is 
hopeful that by doubling and 
trebling the prices paid to the 
farmers, and by permitting them 
to dispose of part of their crop 
in the free market, production 
can be stimulated and the flow of 
goods to the cities revived. 


When the Second World War 
ended, the United States was one 
of the first countries to remove 
wartime restrictions on produc- 
tion and prices in the face of all 
sorts of political pressure for con- 
tinued controls. The result was 
that in a relatively short time we 
expanded our production tremen- 
dously in all directions where it 
was most wanted. Our exporters 
were able to benefit from the 
world-wide hunger for goods and 
our shipments to the rest of the 
world rose to previously unheard 
of levels. In contrast, Great Brit- 
ain whose Labor Government 
chose nationalization and planing 
and held doggedly on to price and 
production controls, has seen her 
economy become rigid and unable 
to adjust itself quickly enough to 
the ever-changing conditions of 
the world market. This was rec- 
ognized by Mr. Attlee himself in 
a recent address in which he 
warned his followers against 
hasty extension of the nationali- 
zation measures he once cham- 
pioned. 

How will the new Russian pol- 
icy work? In the absence of a 
real free market system that 
would provide real guarantees for 
private initiative, the decision of 
Comrade Krushchev to step up 
production of farm products and 
other consumer goods is an arbi- 
trary measure which can easily 
be reversed by the same politicos 
who introduced it and in which 
the farmers and other ordinary 
people of Russia are likely to have 
little faith. Short of a miracle, it 
is unlikely that the policy can do 
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what its authors intended. The 
Communist system relies not on 
freedom and initiative but on the 
army and the police. Now the 
Russians are finding out that 
there is more than one sense in 
which butter and guns don’t mix. 





Market Continues Orderly 
Readjustment 





(Continued from page 8) 


in housing or in the key automo- 
bile industry. We shall be very 
lucky if indicated combined 
shrinkage in plant-equipment out- 
lays, housing, automobiles and 
other consumer-durables, and in 
defense spending, does not cut 
production at least somewhat 
more than in that instance. If in- 
dustrial stock yields are “rela- 
tively conservative” on a 6.25% 
basis, note that they were mate- 
rially more so—around 7.2% —at 
the bottom of the minor 1948- 
1949 bear market. 


The nearing EPT relief and the 
10% cut in personal income-tax 
rates are, of course, on the favor- 
able side. The former will cushion 
earnings of a number of compan- 
ies, given 1954 recession, and 
boost those of some. But these are 
a minority, even though a sizable 
one. 

Some institutional demand for 
common stocks, especially on the 
part of pension-trusts, will re- 
main on the supporting side for 
the market. On the other hand, 
mutual-fund buying, fairly impor- 
tant in recent years, could be with- 
drawn, and mutual funds might 
become sellers on balance any time 
holders of these shares decide to 
cash them in on any important 
scale. As suggested by total hold- 
ings of stock, the decisions of in- 
dividual investors will affect the 
market much more than will those 
of institutional-fund managers, 
probably on a scale of something 
like four to one. 

Because of the large liquid sav- 
ings of our people, unemployment 
benefits, the automatic large-scale 
Federal deficit-spending that will 
be forced by any material business 
shrinkage, flexible monetary 
policy, etc., the economy is more 
strongly cushioned than in the 
past. For instance, it has been esti- 
mated, in a recent Bank of New 
York study, that a recession equal 
even to the mild one of 1949 would 
produce a budget deficit of nearly 
$18 billion, and a slump equal to 





that of 1938 one of nearly $30 bil- 
lion—either sufficient to bring a re. 
newed question of inflation. 

But it takes time for Govern. 


ment intervention—either auto. 
matic or planned—to work. It is 
agreed that the Government can 
act effectively to prevent another 
1929-1932 deflation. However, we 
are not in danger of a repetition 
of that anyway. 

There is no change in our con- 
servative, selective policy. Pend- 
ing more assurance on the busi- 
ness outlook, you should continue 
to hold substantial liquid reserves. 
—Monday, September 28. 





Trend of Events 





(Continued from page 4) 
parable size left in the world. 


ECONOMICS OF THE HIGHWAY 
PROGRAN ... This year, alone, we 
will have spent about $5.5 billion 
for highway building and modern. 
ization. It was about ten percent 
less in 1952. It is not difficult to 
see that the upward trend is going 
to continue, with the nation firmly 
convinced that its highway sys- 
tem, large as it is, is still inade- 
quate to meet the needs of a 
growing economy and population. 

There are various estimates as 
to the amounts that will be re- 
quired by 1960 to provide the 
necessary facilities, ranging from 
$35 to $50 billion. They should 
average in the neighborhood of $6 
billion annually. Analysis of pres- 
ent financing methods shows that 
there is less difficulty in raising 
the needed funds than had hither- 
to been anticipated. Thruway 
roads are being financed through 
the issue of bonds. Most of the 
balance is provided through state 
and federal taxes on gasoline, in- 
cluding other special taxes on 
lubricating and diesel oils. States 
additionally collected substantial 
sums from license fees. Some 
states will be able to provide for 
more roads through use of reserve 
funds set up during periods when 
highway construction was_ re- 
stricted owing to the defense pro- 
gram. It would seem that nothing 
but the severest kind of business 
slump can prevent the fulfillment 
of the road-building program, 
perhaps somewhat later than it 
should have been, but at least in 
sufficient time to provide for the 
basic needs of the nation in the 
years ahead. 
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Saving seconds where seasons count 


As the sparkling blue waters of Lake 
Superior turn darker under autumn 
skies, there’s a perceptible increase in 
the tempo of the men and ships that 
make up the Gre at Lakes ore carrying 
fleet. For enough iron ore must be 
moved to the stockpiles of steel mills 
to keep furnaces running throughout 
the long winter months when the 
Great Lakes are frozen in. 


Saving seconds where seasons count is 


NATIONAL STEEL 


GRANT BUILDING 
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a vital job for the ore fleet. And one o 
the most important parts of this job i 
the speed in turn-around time—the 
time required to unload and load a ship. 


From 9,000 to 12,000 tons of ore are 
carried in the average ship. The new 
Ernest T. Weir, flagship of National’s 
fleet, carries over 20,000 tons! At the 
docks of National’s pl ants in Detroit 
and Buffalo and at Lower Lake ports— 
for rail shipment to its plant in Weirton, 


CORPORATION 


PITTSBURGH, PA. 


AN INDEPENDENT COMPANY OWNED BY MORE THAN 19,000 STOCKHOLDERS 





NATIONAL 
STEEL 


West Virginia—ships are unloaded by 
jant cranes and started on their return 
voyage in a matter of a few hours. Such 
high-speed operations save the vital 
seconds so necessary to serve daily 
operating needs and also build the 
winter’s stockpiles. 


From ore mines to finishing facilities, 
National Steel is completely integrated 
and entirely modern. It is building 
constantly to serve America better. 








SEVEN GREAT DIVISIONS WELDED INTO QC 
COMPLETE STEEL-MAKING STRUCTURE 


Greal Lakes Stee! Corp. Weirton Steel Compa 
Stran-Steel Division Hanna Iron Ore Comp 
The Hanna Furnace Corp. National Mines Corp. 


National Steel Products Co. 








